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LEADING AMERICAN INDUSTRIES 
offer their employees the Payroll Savings Plan for U.S. Savings Bonds 


These are but a few of the leading firms which support the Savings A) 
Bonds program with more payroll savers than ever before in peacetime. 
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What's wrong 
with 
your stocks? 


That may seem like a strange ques- 
tion for us to ask, but it’s one no in- 
vestor can afford to ignore. 

Because the bad things about a stock 
you own can be just as important as 
the good things—at times even more 
important. 

Look at it this way: Before you buy 
a stock you check both the good and 
the bad, make as sure as you can that 
it really is the best you can buy for 
your purposes. 

But once you’ve bought it, the em- 
phasis sometimes shifts. Like a lot of 
people we know, you may tend to for- 
get the bad things—just keep looking 
for all the evidence you can find to 
support your original judgment — to 
prove that you made a good buy. 

That’s only human, we admit. 

But it can be dangerous—especially 
if it blinds you to change. 

Because investment values do change, 
and if new facts should develop that 
make one of your stocks far less desir- 
able—well, the sooner you know about 
it the better. 


That’s why our account executives 
get so many calls from experienced in- 
vestors . . . why these investors keep 
checking on the current status of their 
holdings to make sure that nothing's 
gone wrong. 


If you’re not sure about the stocks 
you own, you might find it helpful to 
discuss your portfolio with one of our 
account executives yourself. You can 
reach one by phone if you like, or talk 
to one in person anytime you care to 
visit— 


Merrill Lynch, 
Pierce, Fenner & Smith 


INCORPORATED 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 Pine Street, New York 5, N. Y. 
Offices in 112 Cities 
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KEY TO UNDERSTANDING ... The October 10th issue 
contained a story, “The Substance Back of the Fear 
Regarding Our Dwindling Gold Pile,” which, in a 
few pages, gave subscribers the complete story of 
the fundamentals upon which the financial structure 
of the U.S.A. rests. 

We did so because many people are confused by 
propaganda of one kind or another as to the real 
facts, and because we felt the time has come when 
the citizens of this country should know what the 
situation really is and what needs to be done, so 
that they can, as a result of a better understanding 
of what is happening, help to solve the problems. 

If the above sounds like an altruistic suggestion, 
I would like to say right here that it is not. It is of 
the greatest personal interest to every businessman 
and investor, as well as the man in the street, for 
the soundness of the dollar is important to all of us. 

We therefore suggest that any subscriber who 
finds the subject of money and gold forbidding should 
carefully reread the story, so 
concise, clearly and simply 
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Trend of Events 


ment finance is intricate, we would like to say that 
it is hardly more complicated than the financial set- 
up of any large corporation, with the one exception 
that government administration is subject to polit- 
ical and other considerations that would be un- 
realistic in the case of a corporation which runs its 
affairs to make a profit. 

I think this was all made clear in this most valu- 
able story, which called attention to the many rami- 
fications, as well as the steps that need to be taken 
for a solution of the problems that will put this 
country once more on an even keel financially. 


WE ARE NOT SO BAD AFTER ALL... When Nikita 
Khrushchev, visiting in Iowa, said — “The slaves 
of Capitalism are living well,” and added, “The 
slaves of Communism are living well also,” he ap- 
parently meant it when he referred to our standard 
of living. However, his reference to Communist 
well-being was undoubtedly made for world con- 
sumption. 

From his latest promise to 





written, because the matter of 
our finances and the repercus- 
sions on our economy will be 
coming up again and again 
during the next few months, 
and in 1960 and thereafter, 
unless an essentially sound 
solution is worked out before 
that time. 


: regular feature. 
To those who think govern- 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss this 


the women of the Soviet Un- 
ion that they too would have 
washing machines, appliances 
and all kinds of better housing 
— without the waste that ex- 
ists in our country — we can 
take it as a sign that he is a 
convert to the American way 
of life. And we hope it is true 
because we would like to see a 
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change for the better in the lot of the Russian people, 
who have been so patient throughout many years. 

Perhaps Nikita realized that the women would 
cheerfully shrug off the snare and delusion of intan- 
gible missile adventures in space in favor of the 
substantial comfort of better food, homes and cloth- 
ing. And that the Russian housewife would rather 
have a new refrigerator and a kitchen of her own 
than read about the successful flight of the Luniks 
into the stratosphere. This, even though she would 
lose the advantage of having a topic of conversation 
that would enable her to indulge in the favorite Rus- 
sian pastime of arguing the pros and cons of whether 
the Luniks actuaily reached their targets in space, 
or whether the reports were merely figments of the 
imagination of a publicity commissar. 


THE “MAGIC FIVES” — NEW TREASURY 5% 4-YEAR 
10-MONTH NOTES ... By over-subscribing to the 
extent of $11 billion to the Treasury’s offering of 
$2 billion in notes — the people of the United States 
expressed supreme confidence in our government. 
And, from a practical financial viewpoint, proved 
that President Eisenhower was correct in advocating 
an interest return commensurate with the rate pre- 
valent in the financial markets today in order to 
bring enthusiastic support for government financing. 

In this connection, it was interesting to note that 
E Bonds, netting 3.75%, were cashed in, and savings 
accounts, netting 3.50% were drawn upon to take 
advantage of the 5% Treasury issue, a situation that 
had not been foreseen. 

Thus, while the enthusiasm meant a bonanza for 
government financing, it diverted funds away from 
bank deposits — capital the banks would normally 
use in granting business loans, mortgage money, and 
in the bond market. In fact, some savings banks had 
to sell governments due to deposit withdrawals, and 
announced they would be out of the government 
bond market for the rest of this year. Building and 
loan associations also reported substantial with- 
drawals for the same purpose. 

Another area that felt the pressure was the cor- 
porate bond market, so that the 5% issue of a lead- 
ing eastern utility, instead of being snapped up as 
expected, will take some time now to be absorbed. 

This high 5% yield market set up by the “magic 
fives” is likely to be a standard for coming financ- 
ing, and will react on the bond market — and also 
on the stock market. 

Certainly this development should be a goad to 
our lawmakers to take action toward ending the 
interest rate ceiling on long-term bonds, so that the 
government will not have to be in the market con- 
tinually to replace the rapidly maturing shorter-term 
Treasury notes. 

This puts it squarely up to Congress to ease the 
Government financing situation, which has already 
proven costly. 


TO STAND ON YOUR OWN FEET IS REWARDING AND 
PROFITABLE . . . Local do-it-yourself, the approach 
which builds cities and lifts them out of the doldrums 
into which they sometimes fall has it all over the 
idea of Federal rehabilitation of “depressed areas.” 
Only a few months ago, such communities as Bridge- 
port, Conn., Anniston, Ala., and Clifton Forge, Va., 
were on a list of distressed locales which a free- 
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handed band of vote-seeking democrats in Congress 4 


was about to rescue from their own enterprise. But 
the money was not forthcoming and their citizens 


and those of a score of other cities buckled down to | 


the job of doing it themselves. Today they’re on the 
way back or have already arrived. 

During this recess period of Congress there is time 
for inventory taking, to enumerate the things tha: 
should have been done but weren’t, and to compute 
the savings made by rejecting uneconomic panacea: 
which, at best, treated surface symptoms, failed to 
get down to roots, and, to an extent, placed a pre- 
mium on civic indolence and lack of working imagi 
nation. 

On the plus side of the ledger is rejection of th: 
depressed area financing bill. At the outset, sponsor 
fixed the cost of the program at $200 million. Whe: 
the word got around, other Congressmen came alon; 
with their own lists of proposed beneficiaries anc 
the figure grew to $325 million. Before adjournmen 
the goal was raised to $375 million, and the end i 
not in sight! 

The bill was not killed by September’s recess; i 
is very much alive and could be enacted next yea) 
if the lawmakers fail to take cognizance of how some 
of this year’s “depressed centers” found it withir 
their own capacity to work their way clear of the 
hurdles. 

The classic illustration of how this works may be 
the case of the Danbury hatters. In Colonial Con- 
necticut the manufacture of men’s hats began in the 
year 1780. It flourished in and around Danbury 
That city had 50 hat manufactories running ful! 
blast when a campus fad knocked the props from 
under the business; wearing of men’s hats became 
passé. The fad spread and depression came to Dan- 
bury. 

Instead of running to Washington with hats in 
hand and demanding the Federal Government build 
or rent storehouses, silos, caves, and open fields to 
store surplus felt hats, the people of Danbury or- 
ganized under their civic leaders and gathered 
capital to build new and attractive plants. Then 
they added reasonable municipal service inducements 
and soon the wheels of industry were humming 
again; electronics, aviation, shoe companies, ma- 
chinery for other factories. 


Diversification has been the cure to problems of 
Bridgeport, Anniston, Clifton Forge, Burlington, 
Vt., Sanford, Me., and Laconia, N.H. The conversion 
of railroads from steam to diesel motive power has 
put several railroad communities on their mettle. 
In other places, loss of the single large-employer 
created the need for self-help. 

For communities consigned to the temporary 
status of ghost towns through action of labor union 
bosses there is little that can be done, in fact there 
is no suggestion seriously advanced that Washington 
should create “strike funds.” But these are not the 
problems under discussion here: they, too, have it 
within their own power to get back on their feet by 
executing contracts which are entertainable within 
the limits of a sane and continuing economy. 

In the meantime it is a cause for rejoicing that 
Congress resisted the attractive label of “distressed 
area relief” — $375 million in the first year; ulti- 
mately billions of dollars. 
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# #HIS firm decision by a people who have had ac- 
. » tive experience with labor government policies, 
i s brand of nationalism under the costly inefficiency 
c bureaucratic control, and found it wanting — will 
t» felt around the world, and will deal a heavy blow 
t the ambitions and political goals of labor leaders 
i the United States. 
In overwhelmingly voting to retain free enter- 
ise under a conservative government, Britons ex- 
)essed their keen disillusionment with Labor Gov- 
nment Adminis- 
ation, that had 
sulted in gross 
efficiencies of 
erations, which 
id considerably 
creased the cost 
such a primary 
roduct as coal, 
raised prices for 
transportation and 
various other 
goods and services, 
on top of an ad- 
ditional tax bur- 
den for nationali- 
zation of the vari- 
ous industries — 
and for costly wel- 
fare schemes, 
many of which 
never paid off. 

We in the U. S. 
A. “kennen den 
Schmerz” — hav- 
ing experienced 
bureaucratic con- 
trol over the railroads in World War I, and, current- 
ly, the inefficiencies we are enduring in New York 
City, with daily breakdowns in the municipally run 
subway system, where service, even after a 200% 
fare increase, seemingly grows more demoralized 
every day. And we know too the weight of burden- 
some taxes resulting from the billions spent under 
the guise of welfare projects, subsidies and just pure 
and simple graft. 

Mr. Macmillan’s success follows his victory in 
balancing the budget, and his wisdom in cutting 
axes instead of giving the people more socialism 
ind inflation as the labor party demanded. 

No wonder Prime Minister Macmillan was reelected, 
or, under his guidance, Britain was elevated to new 
heights of prosperity, with a standard of living never 
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BRITONS DECISIVELY REJECT LABOR GOVERNMENT 


The Old Gr’y Mare, She Ayn‘t Wot She Used Ter Be 





by Charles Benedict 


equalled before — sterling was strengthened — and 
the British gained gold. 

The sweeping nature of the election victory will 
now enable Mr. Macmillan to keep his promise to 
curb the wage-price spiral and return industry to 
free enterprise. 

His first step was to reshuffle the cabinet and 
install aggressive and sound leaders—but no sub- 
stantial changes in either home or foreign relations 
will be initiated. Domestically, a continuing policy 
of encouraging 
production and a 
sound balance be- 
tween prices and 
wages to protect 
Britain’s favorable 
balance of pay- 
ments will be 
maintained, and 
unemployment will 
be combated. Too, 
under this man- 
date from the peo- 
ple a tougher at- 
titude will be taken 
against strikes 
and _ irresponsible 
unions. 

The bewildered 
Laborites will soon 
recognize, if they 
have not done so 
already, that Mar- 
xism is dead in 
Britain. Hugh Gait- 
skell, labor party 
leader, and his 
more moderate colleagues believe that the situa- 
tion calls for a “bit less socialism,” with left-wingers 
pressuring the party to sharpen the differences and 
move even farther toward the left. This, although a 
close examination of the election returns suggest 
that radical, full-fledged socialism would not have 
turned the tide toward labor — that all the evidence 
suggests that the higher standard of living and 
greater prosperity was the motivating force that 
lead to the Conservative victory. 

What happened in Britain is not only of interest 
to the United States, but to the rest of the world, for 
it is another indication, and a most important one, 
that points away from leftism to the middle-of-the- 
road policies that mean a better life for the average 
man and woman. 
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Market Indecisive Awaiting Developments 


Until the settlement of the steel strike is a certainty and there is a clearer view of what is 
ahead for early 1960, we can expect the market to be purely a trading affair. A wait- 


and-see attitude is sugested. 


By John W. Vandeveer 


F ruitiess efforts to bring about a compro- 
mise settiement in the protracted steel strike left the 
market in a state of confusion and despair as trad- 
ing resumed Monday after a week of alternate pe- 
riods of hope and doubt. Earnest expectation of a 
last-minute agreement on basis of the Steelworkers’ 
belated concession in wage demands sparked a brisk 
advance Friday to erable the market to post a sizable 
gain for the week, the fourth successive period of 
advances. Failure of hopes to materialize over the 
week-end, however, gave rise to renewed pessimism 
at resumption of trading. 


MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR...CONSTANTLY SHIFTING SUPPLY & DEMAND 
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DEMAND FOR STOCKS 
As Indicated by Transact.ons 
at Ris Prices 


SUPPLY OF STOCKS 
Indicated by Transactions 
at Declining Prices 


MEASURING INVESTMENT 
AND SPECULATIVE DEMAND 
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The more cautious feeling that has developed i: 


; 
4 
' 


recent weeks can be attributed to concern over the | 


economic impact of the stubborn steel dispute, nov 
well into its fourth month. 

For a special story on the economic effects o° 
the steel strike, we refer you to our feature in thi 
issue, ‘“‘Where Latent Impact of the Steel Strik« 
Will Be Felt In 1960”, beginning on page 116. 

Regardless of the outcome of negotiations tha 
may avert a new work stoppage upon expiration o 
the 80-day truce provided by law, it is apparent tha 
many new adverse factors have been introducec 
which are destined to handicap indus- 
trial activity and retail trade. Obvious 
ly, earnings and dividends previously 
anticipated for the fourth quarter can. 
not reach earlier optimistic projections 
Shortages of critical raw materials seem 
likely to cause a serious setback in the 
automobile industry’s production sched 
ule for this month and next. 

What had seemed likely to prove only 
a minor slackening in operations in the 
third quarter has become a full-fledged 
problem that will have repercussions 
for weeks ahead. Hence, despite the 
prospect of a sustained recovery when 
labor difficulties have been solved, the 
economic costs of the adjustment are 
destined to prove more substantial than 
had been envisioned last summer when 
stocks were zooming to new highs. Divi- 
dend increases and stock splits once 
considered likely for the December quar- 
ter now are not so certain and hardly 
can be regarded as market factors un- 
til well into 1960. 


Effect on Corporate Earnings 


Although high level steel negotiations 
dominated stock market news factors, 
there were developments that tended to 
counteract disappointment over the 


and dividend results in the December 
quarter. For one thing, tight money 


NOV. worries appeared to be diminishing. 


Moderate contraction in demand for 
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prospect of less stimulating earnings | 
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credit could be attributed 
to shortages of needed ma- 
rials and finished goods. 
teel fabricators, for exam- 
e, have been liquidating 
ink obligations as_ they 
ive worked off record- 
reaking inventory  ac- 
imulations. Other manu- 
icturers who have been 
©ompelled to curtail opera- 

ons find that they do not 
) equire as much new money 
tor working capital as they 
}ad planned to use. 

With plans for a Summit 
(onference in December 
1ining more active consid- 
ration, the emphasis on 
mntraction in various ave- 
ues of military spending 
; finding reflection in many 
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reas. Defense authorities 
re reported actively study- 
ig proposals for reductions 
1 contract awards in areas 
iat they believe have be- 
come outmoded by the de- 
velopments of the missile 
and space age. 

A greater degree of selec- 
tivity than the market has wy 
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witnessed in some time pre- 
vailed through most of last 
week’s sessions. Electronic 
and space age issues re- 


sponded to demands for large appropriations that 
could be used to stimulate American moon rocket 
projects. Oils edged higher in spite of tax-loss sell- 
ing, while tobaccos were helped by expectation of 
favorable reports on filter tests and by indications 
of earnings gains. On the whole, however this is like- 
ly to be a trader’s market until there is a more realis- 
tic clarification of trends in the making. 

The uncertainties in the outlook were clearly 
shown this morning, Monday, October 19th, when 
the market opened lower, and by 11 o’clock was down 
3.69 points (Dow-Jones Industrial Average), reflect- 
ing the keen disappointment over the breakdown in 
the steel negotiations. The outcome of this strike is 
of prime importance, for it is not only bound to set 
a pattern for other industries, but it is a key element 
in this country’s wage-price structure and of im- 
portant significance to the earnings-dividend outlook 
of various corporations whose profits depend on the 
proper balance between import-export trade. Thus 
far labor has chosen to ignore this important factor 
on which its own well-being depends, as well as the 
‘act that the steel strike has impaired our economy 
o such a degree that it threatens the continuation of 
the strong recovery that was made after the reces- 
sion of last year. 
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Market Support Measurements 


Contraction in offerings, as a result of the mar- 
ket’s indecision, accounted for a drop of 5 points in 
the Supply Measurement, to 322. Buying Power also 
eased one point to 288. 


Market Advice 


Until important problems relating to manage- 
ment-labor attitudes as well as credit policies are 
clarified sufficiently to permit long range projections, 
it would be well for prudent investors to maintain 
a waiting attitude. There is hope of a gradual im- 
provement in industrial activity as a sustaining 
influence, but more convincing technical action is 
needed to warrant an aggressive buying policy. 


Technical Market Interpretation 


Despite the confusing background cortributing 
to alternate hopes and fears, traders bought stocks 
on the slightest excuse for the adoption of a hope- 
ful attitude. On the other hand, little urgent selling 
manifested itself in the periods of doubt and reac- 
tion. As a result, the Industrial Average last Friday, 
topped the September rally high, indicating that any 
really favorable news could impart greater momen- 
tum to a technical rebound. Monday, October 19. 
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WHERE LATENT IMPACT of 
STEEL STRIKE WILL BE FELT IN 1960 


BY HOWARD NICHOLSON 


> Industrial and economic disruptions 


& Steel users large and small that did not or could not stock up—-greatly de- 
layed deliveries even after furnaces are going full blast—imports a drop in 


the bucket 


> Industrial and area disruptions that will leave their mark 

& Impact on automobile industry—appliance makers— 
construction, etc. — offsetting factors 

> Extent of business pick-up and likely duration. 


OW rapidly will American Business recover 
from the effects of the 1959 steel strike? 

The belief has been widespread that, once the 
steel furnaces were started up again, the boom in 
business activity that highlighted the first half of 
this year will be resumed with full vigor. 

This line of reasoning appears to be based on the 
fact that during the three previous postwar steel 
strikes — in 1949, 1952, and 1956 — business act- 
ivity as a whole suffered very little and rose sharply 
after the settlements were made and the men re- 
turned to work. 

But, these were much shorter strikes than the 1959 
affair, and conditions are different. The 1949 strike 
lasted 42 days, the 1952 strike 55 days, and the 
1956 strike 34 days. 

As this is written, the 1959 strike already is three 
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months old. Prior experience is of minimum value 
in evaluating the adverse impact of the 1959 strike 


Supply Vacuum 


Many lines of business activity are certain to suf. 
fer for a long time to come from the exhaustion 01 
near exhaustion of steel inventories and pipelines 

The full story of the vacuum in steel supplies 
may not become public knowledge until after the 
mills have been running a month or two. 

Unquestionably, steel inventories as a whole were 
large when the strike was called on July 15. The 
likelihood of a strike had been widely publicized 
months in advance, and steel mills had been 


operating at record high rates during the Spring | 


and early Summer. 
However, consumption of steel during this period 
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also was very large, preven- 
ting steel-consuming indus- | Billions of dollars 
tries from building up suffi- | '¢ 
cient inventory to last | '5 
through a prolonged strike. 14 

Here and there, a few for- | 13 
tunate users were able to lay | ,, 
in enough steel to meet con- 
mption requirements for | "! 
ree to five months, but 
ese were the exceptions to 
e general rule. 
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Mixed Signals 


Right up until the strike 
is called on July 15, many 
siness men — including 
any users of steel — were 
mly of the opinion that 
ere would be no strike. 

The majority opinion was 
at the huffing and puffing 
tween the union and man- 
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rement was nothing more 
an window dressing for 
iblic consumption. There 
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ven was considerable belief 








iat a deal had been made, 
hereby the union would call 
ut the men for about six 
eeks, at the end of which time a settlement would 
» made. 

During these six weeks, according to this cynical 
iew, steel inventories would be whittled down to 
iormal proportions. This would enable mills to op- 
erate at comparatively high levels and take a firm 
position on prices. 

Without a strike, it was believed, mills would be 
forced to curtail operations this Summer and Fall, 
and competition for business well might result in 
some softening of the steel price structure. 


— re ae ne 


a 


Normal Buying 


Against this background, many users of steel 
restricted their buying to normal coverage during 
last Spring and early Summer. 

Some who felt that there might be a strike, ac- 
cumulated no more than one half to two months’ 
supplies. 

As a matter of fact, comparatively few consumers 
were fully covered ahead to the middle of September 
when the strike came. 

There are numerous steel fabricators who do not 
know very far in advance, owing to the nature of 
their orders, what types of steel they will require. 
Obviously, they are not able to cover very far 
ahead at any time. 

This is not true, of course, or large consumers 
such as manufacturers of automobiles and refrige- 
rators, who usually know long in advance both the 
quantities and types of steel they will need. 


The Money Angle 


One of the important factors inhibiting the ac- 
cumulation of large inventories prior to the strike, 
even if the steel had been available, was the tight 
money situation. 

Numerous small and even some middle-sized users 
of steel had been finding it difficult enough to borrow 
sufficient money for normal business operations, let 
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From the above table, it may be noted that even in the peak year of 1957, 
profits ($1.1 billion), were only 20% as large as employment costs ($5.5 billion). 


alone enough-money to accumulate what would be 
for them large steel inventories. 

In this connection, it is interesting to note that 
the trend of liabilities of business failures has been 
upward for several months, with considerable con- 
centration in small business. 

Larger manufacturers, even though they may be 
pinched at times by tight money, seldom find it so 
difficult to secure funds, either for normal opera- 
tions or for inventory accumulation, as do smaller 
manufacturers. 

The incidence of tight money was an additional 
factor contributing to a highly uneven inventory 
situation when the strike came on July 15. 


Gradual Tightening 


Many smaller users of steel seldom buy direct 
from mills. To a large extent, these users buy in 
quantities smaller than mills normally care to sell. 

This business is directed to steel warehouses. 
While warehouse prices for steel usually are some- 
what higher than mill prices, warehouse men per- 
form numerous services for their customers, even 
involving extensive financing at times. 

Warehouses as a general rule were weli stocked 
when the strike came. During periods of tight sup- 
plies, such as those resulting from a strike, ware- 
house men usually do sufficiently well by themselves 
to carry them through the leaner periods. 

Warehouses have been accused of gouging through 
excessively high prices, but there probably have 
been only comparatively few instances of this. 
It must be remembered that the warehouse business 
normally is highly competitive, and that warehouses 
tg their regular customers whom they want to 

eep. 

By the middle of September, most warehouse men 
were beginning to see the bottom of the barrel on 
supplies of numerous items. By the middle of 
October, the barrels were practically empty. Ware- 
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houses had more would-be customers than they 
had steel. 


Grey Markets 


The steel strike was not very old before distinct 
evidence of grey marketing became apparent, part- 
icularly in the scarcer types such as sheets. Ap- 
parently, the automobile manufacturers had ab- 
sorbed the bulk of production of these prior to the 
strike. But, by the first of October, car manufact- 
urers’ stocks began to run low, just as they em- 
barked on volume output of 1960 models. 

Such supplies as could be obtained at all com- 
manded fancy premiums over the regular mill 
prices. Some came from speculative holders, who 
had been waiting for such a development. 

Considerable quantities of sheet and other types 
in restricted supply were 
imported in rising volume. 
Much of this came through 
channels not normally as- 


STEEL SUPPLY AND DISTRIBUTION 


ers and was not on strike. 

During the three month period from mid-July 
to mid-October, steel output averaged about 11 per- 
cent of rated full capacity. Assuming less than ful 
capacity operations as normal, it appears that mills 
would have produced 22 to 25 million tons mor 
than the tonnage of 4.4 million that was produced 
had there been no strike. 

This loss was supplemented, but only to a very 
moderate extent, by stepped-up imports. 

It is estimated that, from the time a settlement 
is made, mills will need three weeks to get back 
into operation and three weeks more before capacit) 
operations can be attained. 

Steel may start moving to customers in a short 
time after mills resume operations. But, it will be 
a long time, a matter of months, before consumers’ 
pipelines are filled and nor- 
mal inventories accumu- 
lated. 





sociated with the distribu- 
tion of steel. 


By the time a consumer ent a a wae 
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Long Waiting Periods 


At mid-October, mills 
reportedly had orders on 
their books equivalent to 
three and a half to four 
months’ production. New 
orders were being accepted 


in many of these transac- 
tions. 

Conversion deals, virtu- 
ally unknown for a num- 
ber of years, helped to eye 
out the supply of sheets. 
Where steel billets or steel 
suitable for rolling could 
be obtained, shipments 
were made to a rolling mill 
not on strike. Even in nor- 
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(Distribution of U.S. production} 
ERI Capital goods 


[J] Consumer goods 






Automobiles: 


for delivery beginning four 
months after the settliny: 
of the strike. 

_~ This latter applied, how- 
ever, only to run of the 
mill types. For some kinds 
of construction steel, buy- 
ers might have to wait as 
much as six months. 

For the principal types 
of steel used in bridge 


mal times, this would add 
considerably to costs. 

In at least one instance, a 
very large consumer of 
sheet is understood to have 
contracted for a large 
quantity of such conver- 
sion sheet (about 50,000 
sheets) at a fancy pre- 
mium, even though first 
deliveries could be pro- 


Industrial 
-machinery 


Oil and Gas 















equipment ‘Other 


building, the delay in ship- 
ment might be as long as 
a year, it was estimated. 
The ability of mills to 
turn out steel is compli- 
cated by the fact that the 
mining and shipment of 
ore to mills were suspend- 
ed on July 15, when the 
mills shut down. Normally, 
mills accumulate large 


4.4% 
4.9% 


Appliances 


Railroads 











mised no earlier than De- 


stocks of ore during the 





cember 15 

As the strike progressed 
into October, steel pipe, tubing, rod, plates, and 
numerous types of construction steel became almost 
as scarce as sheet. To no inconsiderable extent, the 
only kinds of steel that were readily available at 
anything like a reasonable price were the kinds that 
practically no one wanted. 


The Cost in Tonnage 


It is difficult to determine just how much pro- 
duction of steel was lost as a result of the strike. 

Mills were operating at an abnormally high level 
just prior to the shutdown and, hence, this level 
cannot be taken as a criterion. 

Not all of the steel mills were closed by the strike. 
Some have local unions, separate from the United 
Steelworkers. The steel mill of the Ford Motor 
Company was organized by the Automobile Work- 


Summer and Fall, prior to 

the freezing of the water- 

ways. At best, mill stocks of ore this Winter will 

be small, and mills will be forced to rely on the use 

of scrap steel to an unusual extent in their mixes. 

In all probability, the shortage of steel — which 

developed rapidly during the period from mid- 

September to mid-October — will continue to plague 

steel-consuming industries in varying degree for 
many months to come. 

Full resumption of the business boom, which 
was thrown from its stride when the steel mills 
were struck in July, may have to wait until well 
into 1960. 


Unemployment Rise 


In the steel industry itself, approximately half a 
miilion workers in the mills were idled. In addi- 
ion, with no work for (Plase turn to page 152) 
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After a Decade of Performance... 


COMPARING the GROWTH COMPANIES 
IN A REALISTIC WAY 


By WARD GATES 


> Companies that have shown the greatest percentage of growth in the past 


ten years 


& Outlining the methods they have used to attain their position 
> Tracing their sales — assets — and earnings — dividend positions — look- 


ing to the future 


T is no secret to Mr. Khrushchev or anyone else 

that the U. S. economy has grown tremendously 
since the end of World War II. The bare skeleton of 
the rise is shown in the mammoth expansion in the 
figures of Gross National Product, personal income 
and corporate taxes, reflecting enormous industrial 
growth. But, to put meat on the bones of economic 
growth lies in the actual performance of America’s 
great companies during the past decade. 

We have therefore selected sales figures and 
growth of assets and earnings, which are “real” fig- 
ures that we can feel and understand, as the tools 
for showing the real gains that have taken place. In 
our opinion, these figures are more basic than any 
others, since it is the growth of our great enterprises 
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that has caused the rise in Gross National Product, 
personal income and the other statistical series that 
attract so much attention in general articles on eco- 
nomic growth. 

A look back, however, over say ten years, serves 
a most valuable purpose, other than merely confirm- 
ing the growth that we know has taken place. It 
shows, for one thing, that the rate of growth within 
industries and among industries varies tremendous- 
ly. Moreover, it serves to remind us that positions of 
eminence today are not necessarily a guarantee of 
eminence ten years from today. 

Look at the accompanying table! Today we think 
automatically of I. B. M. as one of our major in- 
dustrial giants. Yet in 1949 the company’s sales were 
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Net 
Net Net Funded & Working 
Corporation * Sales Earnings Total Assets Other Debt Capital 
1949 1958 1949 1958 1949 1958 1949 1958 1949 1958 
(Millions) 
General Motols ...........0cssssseesseeseee $5,700.8 $9,521.9 $656.4 $633.6 $2,824.0 $6,890.8 $- $329.9 $1,506.3 $2,098.; 
Standard Oil of N. J. .......ceccsseeees 2,225.9 7,543.5 268.8 562.4 3,816.0 9,478.7 475.7 699.1 847.3 1,587.* 
General Electric .............sccscssceseseees 1,613.5 4,120.7 125.6 242.9 1,171.2 2,397.9 _ 300.0 393.5 704.¢ 
General Dynamics ...............0ss0e00000 45.2 1,511.4 4 36.7 28.9 651.1 _— 92.3 16.3 215.€ 
Procter & Gamble ...................... 696.6 1,295.1 28.6 73.1 294.3 755.9 — 110.3 125.5 235. 
-Int, Business Machines ................... 183.4 1,171.7 33.2 126.1 267.3 1,261.1 85.0 425.0 32.4 378.< 
Radio Corp. of Amer. ................ 396.1 1,170.6 25.1 30.9 244.2 734.2 40.0 249.9 91.9 308.¢ 
Continental Caan .......cccccrss-sscscccsssees 335.8 1,080.3 © 12.1 41.3 249.8 688.1 52.1 136.2 86.2 170.) 
SUI IUININ NNIIIIIN o.< ccncccssesaosesensscasesnss 396.2 828.8 49.7 98.9 379.6 762.0 - — 127.4 326.C 
Dow Chemical 200.3 636.2 25.2 46.0 294.3 875.0 65.0 274.5 63.4 130. 
Corn Products 145.3 470.9 14.0 32.5 147.3 291.4 — 42.8 20.5 86.5 
Reynolds Metals ..................c:0s0000 131.8 445.5 5.5 38.1 177.4 830.8 93.2 368.8 31.9 137.2 
Minnesota Mng. & Mfg. ................ 114.9 376.2 15.4 43.8 101.3 294.8 10.0 7.1 45.1 99.7 
American Home Prod. .................: 147.9 374.9 10.6 42.4 92.5 205.3 13.3 9.0 49.6 79.4 
Minneapolis Honeywell Reg. 72.7 328.4 8.0 22.5 55.6 263.8 5.0 43.0 31.0 135.3 
Food Machinery & Chem. .... 81.7 323.1 43 16.5 98.3 282.4 15.7 64.2 49.5 107.1 
Scott Paper sea 83.5 285.0 5.6 22.1 42.9 309.2 — 98.6 12.2 55.£ 
American Mach. & Fdry. ..............: 17.0 230.8 6 11.0 28.6 231.4 — 96.0 11,6 85. 
Pfizer (Chas.) & Co. ..........cccceccessees 47.5 222.7 7.8 23.9 51.3 211.7 — 11.9 21.3 65.5 
Georgia Pacific Corp. .......... pieces 35.0 152.4 3 10.0 16.9 210.7 1.3 122.1 6.9 43.5 





*—Ranked by 1958 sales, 


only $183.4 million, a mere fraction of the more 
than a billion dollars in sales that IBM racked up in 
1958. Or look at General Dynamics, which had a 
paltry $45.2 milion in sales ten years ago compared 
with $1.5 billion in 1958. 

Of course, not all major companies grew at this 
extraordinary pace. If they had, our Gross National 
Product would be close to a trillion dollars today. 
But the growth of even the slowest in the accom- 
panying table has been enormous. 

A look back over ten years also allows us to put 
our investment thinking in perspective. Unless we 
begin to add up the benefits of the unprecedented 
boom of the last decade we are likely to get lost in 
disappointments over the current performance of the 
stock market, or other transitory things. Take 
General Motors, for example. Ten years ago, as today, 
GM was one of our biggest companies. Yet despite 
the fact that its sales have kept pace with economic 
growth, earnings certainly have not done the same. 
Sales climbed from $5,700 million in 1949 to $9,522 
million last year. Earnings, however, were virtually 
unchanged amounting to $656 million in 1949 and 
$634 million in 1958. Not much progress, is it? 

It certainly doesn’t appear so. But look at how 
stockholders have fared. Assuming the stock was 
bought at the 1949 high of $12 per share, the buyer 
who chose to sell today ($56 per share) would have 
a $44 dollar profit and would have received $17.09 
in dividends during the ten years. That adds up to 
a total return of $61.09 for the $12 he invested—a 
mere 400% profit in a,company whose earnings per- 
formance has been well below par. 

However, a comparison of how the various stocks 
have performed would be a mere restatement of the 
obvious. The stock market has boomed in these ten 
years and most major companies have participated 
in the big move that has occurred. Of greater long 
term investment significance is how strong these 
companies are today compared with their strength 
ten years ago. Has their growth sapped their finan- 
cial condition? Have they incurred more debt than 
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is healthy? Has the growth of assets exceeded the 
growth of sales and earnings, indicating that more 
and more capital will be needed to produce a dollar 
of earnings? Let’s look at some representative com- 
panies to find out. 


Standard Oil of New Jersey is a good starting point 
because the oils in general, and Jersey in particular, 
have been out of«favor in the stock market in recent 
months. 

In 1949, Jersey had sales of $2.2 billion. Ten years 
later they were 3.3 times as great, at $7.5 billion. 
In the same period Jersey’s assets increased 2.5 
times and earnings 2.1 times. In other words, Jer- 
sey’s asset growth over the years has been highly 
successful in generating sales, but earnings have 
lagged behind the growth rate of both these key in- 
dicators. In effect, Jersey is forced to invest more 
capital and produce greater sales for each new dol- 
lar of earnings. 


This type of attrition takes its toll in less notice- 
able aspects of a corporations affairs. Working capi- 
tal, to take one important example has almost 
doubled for Jersey in the ten year period, rising 
from $847 million to over $1.5 billion. But as per- 
centage of sales the company’s working capital posi- 
tion has worsened. In 1958 it amounted to 21% of 
sales. Ten years earlier working capital was 37.5% 
of sales. 

Thus, in addition to the many factors that now 
disturb the oil industry, generally, it is apparent 
that Jersey’s growth, enormous as it has been, is 
slowing down and each new dollar is becoming more 
difficult to earn. To draw the conclusion, however, 
that Jersey has passed its peak would be ridiculous. 
For comparative figures on most of the other com- 
panies in the table would show roughly similar re- 
sults. 


Higher Cost Base Taking Toll 


The reason is fairly clear. Costs, generally, and 
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Showing Growth 








Number of 
Comon Shares Adjusted Adjusted 

Outstanding Net Earnings Dividends 

1949 1958 Per Share} Per Share} 
(000) 1949 1958 1949 1958 
44,104 282,261 $2.44 $2.21 $1.33 $2.00 
30,183 214,006 1.49 2.62 .67 2.25 
28,537 87,244 1.45 2.77 .67 2.00 
695 9,909 .04 3.71 48 2.00 
9,615 20,561 1.48 3.55 1.33 2.00 
2,763 18,231 2.01 6.93 65 2.00 
13,881 13,842 1.58 1.98 50 1.50 
3,158 11,363 1.87 3.51 75 1.80 
13,648 38,382 1.29 2.57 58 1.42 
5,309 26,067 1.80 2.39 53 1.20 
2,525 10,827 1.55 2.89 1.14 1.75 
1,244 11,188 .60 3.25 16 65 
1,972 16,927 89 2.58 .33 1.20 
3,858 7,673 1.39 5.53 85 3.50 
2,534 6,987 1.52 3.23 -66 1.75 
2,111 6,861 -86 2.39 .50 1.05 
871 7,894 1.52 2.75 66 2.00 
489 3,539 .26 3.19 .80 1.70 
1,480 16,116 -58 1.48 31 75 
756 5,123 .10 1.92 15 73 





Adjusted for stock splits and stock dividends. 

. especially labor and research costs, have risen faster 
' than any other component in the economy. As a re- 
sult labor and research are reaping greater benefits 
from capital expenditures than are stockholders. 
This is true even for some of the most rapidly grow- 
ing companies. 


Minneapolis-Honeywell, which certainly qualifies as 
a major growth company has seen its sales rise 4.5 
times in the ten year period, while its assets jumped 
just about the same amount. Earnings, however have 
increased only 2.7 times over the same span indicat- 
ing the heavy toll rising costs have taken from share- 
holders. 


Medium sized Companies Do Better 


The poor earnings performance of General Motors 
over the ten years and the declining return Jersey 
is getting on its investment is more acute with the 
real industrial giants than with more moderate 
sized companies. In this area there are several that 
have shown a remarkable ability to rack up sales or 
earnings well in excess of the growth of their assets, 
indicating that they are still in a stage where new 
capital can be used very effectively. American Home 
Products, for instance, increased its assets 2.2 times 
between 1949 and 1958. Sales in the same period rose 
slightly more, by 2.5 times. Earnings, however, 
climbed from $10.6 million in 1949 to $42.4 million 
ten years later, or almost a four-fold increase. More- 
over, Home Products managed to turn in this excep- 
tional performance and at the same time reduce 
its long term debt from $13 million to $9 million. 

By contrast, Charles Pfizer another major drug 
company has raised its assets 4.1 times, sales 4.7 
times, but earnings only 3 times in the same period. 
Moreover, Pfizer has built up $12 million in debt 
in the process, something it didn’t have 10 years ago. 
The difference between the two companies under- 
scores the basic problem of research. Pfizer has con- 
centrated on developing new products and has suc- 
ceeded, occasionally in sensational fashion. Yet 
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American Home, which has devoted its efforts to 
merchandizing and has left most of the research to 
others has done much better. 

The conclusion is not that research should be 
avoided. But rather that stockholders should realize 
that just because a company is actively engaged in 
research is no guarantee that superior performance 
will be forthcoming, or that equally good or better 
results could not be obtained via other paths. 


Different Growth Paths 


A look back over ten years, in addition to giving 
us a wide time span over which to measure the per- 
formance of various companies and weigh their com- 
parative strength then and now, also allows us to 
view the efficiency of the different paths companies 
have taken in establishing their growth. General 
Motors, Standard Oil of New Jersey, Dow Chemical 
and many others obviously followed traditional 
roads, expanding their operations to meet an ever 
growing demand for their products. 

The important fact about these companies is that 
they stuck to their last and grew with the economy. 
Others, however, took different roads often with 
sensational results. 

Only ten years ago, for example, General Dynamics 
was little more than a babe in arms compared to its 
present size. Sales in 1949 were $45.2 million and 
earnings were under half a million dollars. In the in- 
terim, however, General Dynamics has embarked 
on one of the most aggressive acquisition programs 
in American corporate history. Scores of companies 
were acquired and appended to the old Electric Boat 
Co., primarily a producer of submarines for the 
Navy. The most important of these were the merger 
with Consolidated Vultee, a major aircraft manufac- 
turer and Stromberg-Carlson, an important producer 
of electronic equipment. 

After ten years, Dynamics’ sales in 1958 soared 
to $1.5 billion, or about 30 times the 1949 level. Earn- 
ings in 1958, moreover, were actually 100 times as 
great as they were ten years earlier having climbed 
to $36.7 million. True, the number of shares of stock 
outstanding has also increased enormously, from 
695,000 to almost ten million shares. Nevertheless, 
on an adjusted basis the shareholder who stayed 
with the company through the entire decade saw his 
earnings per share mount from 4¢ to $3.71 in 1958. 

Acquisition, therefore, may have its drawbacks, 
but in the hands of capable management, it can ob- 
viously produce an occasional bonanza. 


The New Product Method 


Acquisitions have been part and parcel of many 
corporate operations in recent years, but often the 
growth can be attributed more to internal factors 
such as aggressive new product development. 


R.C.A., to take one important example, has been 
behind the parade in the earnings column, reflecting 
its enormous research outlays, but in terms of sales 
growth and increase in assets it need take no back 
seat. Moreover, almost its entire growth can be 
traced to new products and the aggressive mer- 
chandizing of new ideas. 

To appreciate RCA’s position it should be noted 
that of the $1.2 billion in sales last year almost 70% 
was derived from products and services that were 
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not in existence ten years earlier. It is no wonder, 
then, that earnings have not grown much. Every- 
thing has been plowed back, building up assets to 
$734 million from $244 million ten years earlier. All 
these assets, moreover, are relatively new and there- 
fore still not earning their full returns. 

When new products are brought to mind, we 
tend to think first of electronics, missiles and other 
sensational scientific developments. However, Scott 


Paper and Procter & Gamble, each a producer of: 


consumer household items, can trace their enormous 
growth of the last ten years to heavy,emphasis on 
new products. 


Scott is relatively small in size compared with the 
giants we have already discussed, but its sales have 
grown 3.5 times since 1949 to their current level of 
$285 million. Most of this growth, moreover, has 
been through the successful development and ag- 
gressive merchandising of new products. Scott’s 
paper towels, napkins, facial tissues and table cloths 
have all come on the scene during that period and 
all are already household words. The growth has 
been costly, of course. Assets have grown from only 
$43 million in 1949 to $309 million, reflecting both 
new investment and increased borrowings. Long 
term debt today is almost $99 million; ten years 
ago there was none. 

Earnings have advanced more than sales during 
the period, climbing from $5.6 million to over $22 
million, but this fourfold increase is small compared 
with the enormous rise in assets. Still, stockholders 
have fared well. Despite the debt and a tremendous 
increase in the number of shares of common stock, 
per share results were still $2.75 in 1958 compared 
with $1.52 ten years earlier. 


Procter & Gamble shows pretty much the same 
picture. Its dynamic merchandising of detergents 
and other miracle household cleansing agents has 
caused sales to double in the last ten years and 
assets to almost triple. Unlike Scott, however, P & G 
has also seen its earnings rise tremendously, from 
$28.6 million in 1949 to over $73 million last year. 
In fact, the earnings increase has kept pace com- 
pletely with sales and asset growth, indicating that 
P & G knows how to maintain its profit margins 
regardless of the usual problems inherent in large 
growth. 

Aggressive advertising is one of the keys to this 
good record. The company is the largest buyer of 
TV and radio advertising time in the nation. 


New Directions 


In a few instances, the companies that have grown 
the fastest are those who have either cut loose from 
their former moorings or like General Dynamics 
have used a solid, but unsensational base on which 
to build. 


American Machine & Foundry, for many years a 
maker of specialty machinery for the tobacco and 
baking industries falls in this category. Building 
on a firm foundation the company branched out in 
atomic energy, electronics and scores of other fields, 
all with some success. Its greatest coup however, 
was its headstart in the lucrative and rapidly grow- 


ing leisure industry. AMF’s automatic bowling pin- 
spotters were the first to hit the market and their 
success has been fantastic. Moreover, AMF has only 
one major competitor and there is room for both. 

AMF’s advantageous rental revenue structure has 
been discussed frequently in this magazine and needs 
no repeating here. What should be emphasized; how- 
ever, is that the company has been so successful tha 
earnings have increased almost 20 times in the las 


ten years, far outstripping the eight-fold increase 


in assets and the 15 times growth of sales. Despite 
$96 million in debt against none ten years earlier 
shareholders’ earnings last year were $3.19 pei 
share; ten years ago they were 26¢. 


Analyzing Earning Growth 


All through the accompanying table, it is obvious 
that with but a few exceptions, earnings have no 
kept pace with the growth of assets and sales. The 
conclusion can easily be drawn, therefore, tha’ 
American companies are running faster and faste) 
to accomplish less and less growth. Total reportec 
earnings for all corporations, moreover, would show 
substantially smaller growth in the ten years thar 
for the selected companies we present here. 

But it is probable that the situation is not near]; 
as bad as it appears on the surface. Reported earn 
ings do not inciude depreciation charges, and thi: 
one item has grown to enormous proportions in the 
past decade. Cash earnings is a controversial topic 
but the fact remains that an enormous amount (the 
largest part in fact) of the expansion since 1949 has 
been paid for by depreciation. 

Hence, reported earnings are undoubtedly under. 
stated since it is to any company’s advantage to set 
aside as much as possible for depreciation. Although 
these depreciation reserves are not available to the 
stockholder in the form of dividends, neither can the 
government take them in the form of taxes. 

Under today’s complex tax structure a dollar saved 
in depreciation account is as good as two dollars 
earned. 

Only an exhaustive breakdown of the earnings 
for most of these companies would reveal whether 
their earnings are better than they seem. This is not 
too important, however. 

In this case, the simplest figures speak most elo- 
quently and tell a story that we know must be re- 
flected in earnings and ultimately in dividends. 
Growth for these selected companies has been tre- 
mendous in the past ten years, and that growth can 
be seen easily in the sales and asset figures. 

Obviously not all stockholders have shared these 
benefits equally, indicating that investors must al- 
ways weigh more than the surface facts in keep- 
ing their portfolios up to date. Growth is a wonder- 
ful thing, but it is comparatively meaningless if 


there isn’t an eventual payoff in the form of higher | 


dividends. All of these companies have treated their 
shareholders relatively liberally, and perhaps this 
is one of the reasons for their “bigness.” The same 
cannot be said for many other so-called growth com- 
panies. A simple rule for appraising might be to 
buy only those growth companies that share that 
growth with their stockholders. Obviously these 
companies have faith in their ability to keep 
growing. 
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CANADA SEEKS TO CLIP 





POWER OF 


INTERNATIONAL LABOR UNIONS 


—To Gain Freedom 


By JOHN R. WALKER 


> Fear of Hoffa—McClellan Committee disclosures—urge for indepen- 
dence—stir demand for “all-Canadian” unions 

> In first local reaction; Canada’s Labor Progressive Party changes its 
name to Communist Party of Canada 

> The possible effect of new labor legislation on American companies 


having Canadian subsidiaries 


ECOMING acutely aware of the fact that inter- 
national labor organizations, welding together 
local unions and memberships on both sides of the 
international border, can work unnecessary hard- 
ships, economic disruptions and alien controls, Cana- 
dian business, government and even union circles, 
have joined in launching a concerted drive to elimin- 
ate the international unions. 

Strongly entrenched, and wielding great power, 
the Internationals, already apprehensive regarding 
the effects on their leadership of the Landrum-Grif- 
fin bill passed by the Congress of the United States, 
are fearful of what can happen to them if barred by 
Canada. The other important consequences of this 
enforced separation would mean less income, less 
influence, less strike support, and chopping of sal- 
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aries in the top echelons of labor bossism. The pinch 
would be felt most in the United States because in- 
ternational unions for the most part are headquar- 
tered in this country. 

For a long time now it has been evident that as- 
sociation in an International raises the spectre of 
“invasion” of domestic labor-management affairs by 
outsiders who have no credentials other than mem- 
bership in a foreign affiliate. Sitting in the councils 
of labor, discussing purely domestic situations, “men 
with no allegiance to our flag, even contemptuous 
of our system,” would have a voice in deciding 
whether this industry, or that company, shall be put 
out of production, the ranks of the jobless swelled, 
and public aid sources milked. 

No better example can be found than the outbreak 
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of destructive strikes fostered by international 
unions in steel, shipping and elsewhere that have 
taken place these past three months in the United 
States. A semi-official rundown in October, showed, 
in addition to steel, docks, and railways, other stop- 
pages include: 

® Nonferrous metals: more than 30,000 jobless 
in copper, lead and zinc mining and in processing 
and fabricating. 

&Ship repair: about 15,000 out in the San Fran- 
cisco Bay, extending to Canada. 

Glass: More than 2000 mold-makers in glass 
container industry idled. 

& Automobile: Chrysler at Twinsburg, Ohio, may 
be forced to close down operations there, making lay- 
offs of about 70,000 elsewhere a necessity. 

That is why, what is happening in Canada will be 
watched most carefully in the United States. 


That a fear of US domination in business, labor and 
foreign policy fields was part of the political cam. 
paign atmosphere at this time, has added to the out- 
cry against “international” unionism in Canada. 


Hoffa‘s Brazen Dictate 


The McClellan hearings were widely discussed ir 
Canada. There was extensive newspaper and radio- 
television coverage, and editorials on the subject ir 
Canada have rarely failed to point out the dangers 
to Canadian affiliates of questionable unions. 

Exposure of corruption in the Teamsters union 
made an even greater impact because of James 

Riddle Hoffa’s public proclamations that he in- 

tended to develop a nation-wide transportation 

union, beginning with a tie-up between his teams: 
ters and dock-workers on the St. Lawrence and 

Great Lakes region. Since Canada had taken the 

leading role in development 
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panies in Canada. The former 
might find their influence and income slightly lessen- 
ed; the latter might discover the all-Canadian unions 
tougher to deal with on some contracts. 

The labor rackets hearings held by Senator Mc- 
Clellan’s committee over the past two years and the 
threats of Hoffa and his Teamsters to monopolize 
union activities on the St. Lawrence Seaway have 
been the two major factors in the outcry for all- 
Canadian unions and stricter labor laws across the 
border. 

Coming at the same time that Canada had elected 
its first Conservative government in 22 years, a gov- 
ernment led by Prime Minister John Diefenbaker 
that seems to be more oriented to the business com- 
munity than its Liberal predecessor, the time was 
ripe for closer scrutiny of Canadian labor activities. 
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quires a government - super- 

vised ballot before strike action can be taken. 
Canadian labor leaders, like Claude Jodoin, presi- 
dent of the Canadian Labor Congress (The George 
Meany of Canada), labelled it “anti-labor,’”’ but they 
were even more appalled by the actions of a Liberal 
provincial leader, Joey Smallwood, of east-coast 
Newfoundland. Premier Smallwood, using the threat 
of “Hoffaism” as a big stick, broke a strike of lum- 
bermen in his province and passed legislation to out- 
law their international union, the International 
Woodworkers of America. Smallwood not only put 
extensive anti-union legislation on the books, but 
also formed his own type of company union for the 
Newfoundland loggers. And then won re-election on 
the strength of it! International unions, for the 
period of Mr. Smallwood’s regime, are going to find 
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it next to impossible to make 
headway in Newfoundland. 

In the industrial heartland of 
Canada, the province of Ontario 
has had a Conservative govern- 
ment for a number of years, un- 
cer Premier Leslie Frost. Closely 
t ed to the business and financial 
iiterests in Toronto, this govern- 
rent has this year reviewed the 
provincial labor laws, and next 

sar’s session will have before it 

Legislative Select Committee’s 
sport making 51 recommenda- 
ons for revision, most of them, 

‘cording to labor protesting 
‘aders, aimed against the unions. 

Mr. Jodoin says “the same 
‘rend is evident elsewhere” in the 

yuntry, where conservative gov- 

rnments predominate in every 
rovince but Saskatchewan. 

The C. L. C. president observed . 
hat “in Ottawa, the Conservative 
‘overnment has been displaying 
he same coolness towards organ- 
zed labor, and has demonstrated 
its attitude by pointedly ignoring 
-ecommendations of the Canadian 
‘ongress of Labor—which repre- 
ents more than four fifths of the 
yrganized workers in the country 
—in regard to the appointments 
of labor representatives to var- 
ious bodies.” 

The federal government is in 
the process of reviewing its own 
labor legislation and changes, 
which may not please Canadian 
labor leaders, may be put before 
Parliament next year. But noth- 
ing which the Canadian gov- 
ernment will pass could be as all- 
embracing as the Landrum-Griffin 
Act of the US Congress. Neither 
is the federal government certain to lay down stric- 
tures on international unionism, although there may 
be demands from certain groups in Parliament for 
just that. 

Canadian union members have been acutely aware 
of these conditions and there has been agitation for 
action. Hoffa’s threats to take over “everything that 
moves” in Canada have caused, besides universal 
editorial indignation, some unrest in Teamster lo- 
cals. But nothing spectacular has come of these out- 
bursts, Generally in Winnipeg and Toronto, the anti- 
Hoffa forces have been defeated rather than the 
other way around. 

One place where Canadian unionism seems to be 
ousting the “international” is in the fight between 
the Canadian Brotherhood of Railway, Transport 
and General Workers and the Seafarer’s Inter- 
national Union on the west coast. Jf the CBRT is 
successful in British Columbia it will put on the pres- 
sure for Canadian unionism on the Atlantic coast 
and in the St. Lawrence seaway-Great Lakes area. 
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International Unions Operating In Canada 


Union and Affiliation 


Auto., Aircraft and Agric. Implement Workers of Amer., Int’l. Union, United 


NN oe the cere na a a cea asuchnas tenn sdi tas Saver 60,000 
Carpenters and Joiners of Amer., United Brotherhood of (AFL-CIO/CLC) ................. 76,051 
Chemical Workers’ Union, Int'l. (AFL-CIO/CLC) oo......cccccccccccscesescecesceccsesseseeacecesceseaceceneees 13,500 
Clothing Workers of Amer., Amalg. (AFL-CIO/CLC) ooo...ccccccccccccccccscsscscecescencseeseseeee 15,000 
Electrical, Radio and Machinery Workers (AFL-CIO/CLC) 16,000 
Electrical, Radio and Mach. Workers of Amer., United, (Independent) 24,000 
Electrical Workers, Int'l Brotherhood of (AFL-CIO/CLC) 29,250 
Engineers, Int'l. Union of Operating (AFL-CIO) oo........cccccccccsccscscsscssescececcseescsseececeee 15,677 
Garment Workers’ Union, Int'l. Ladies, (AFL-CIO/CLC) ooo. oocccccccccccccccceececeeeceeeeeceeee 14,980 
Hod Carriers, Bldg. and Common Laborers’ Union of Amer., Intl. (AFL-CIO/CLC) 21,543 
Locomotive Engineers, Brotherhood of (Independent) .................:ccccccceccceseeeceeeeseeseeeeees 8,765 


Locomotive Firemen and Enginemen, Brotherhood of (AFL-CIO/CLC) 0.00000... 9,919 


Longshoremen’s Assoc., Independent, Int’l., (CLC) ............cccccccccscesccesseescesseeseescesecssense 6,500 
UNO, Hie, Pein, CD ae vcnecnccscccccccsccccccoseccovecnesescscoseocvesssosossvesncosescace 52,956 
Maintenance of Way Employees, (AFL-CIO/CLC) ooo... cccccccccccccscecssccesseeecceesceeenseeeueee 20,000 
Mine, Mill and Smelter Workers, Int’l. (Independent) .....................cccceccceeeseeeseseeeeeeess 34,000 
Mine Workers of Amer., United (Independent) .................cccccccccseesesessesessesceceececeseeees 21,860 
Oil, Chemical and Atomic Workers Int‘l. Union (AFL-CIO/CLC) oo.......cccccccceceeeeeeees 10,634 
Packinghouse Workers of Amer., United (AFL-CIO/CLC) oooo...occcccccccccccceeeseeeeee . 23,000 
Paper Makers and Paper Workers, United (AFL-CIO/CLC) ooo.....occccccccccccccccccceceeteeee 9,241 
P'umbing and Pipe Fitting Industry of the U. S. and Canada, United Assoc. of 
Journeymen and Apprentices of the (AFL-CIO/CLC) ooo........ccccccccccccccesceeseeseeesees 20,212 
Pulp, Sulphite and Paper Mill Workers, (AFL-CIO/CLC) oo.........ccccccccccccceseeseceeseeeeeeee 35,338 
Railroad Trainmen, Brotherhood of (AFL-CIO/CLC) ..000.00....cc 24,274 
Railway Carmen of Amer. (AFL-CIO/CLC) ...000.....0..00cccccceeee 24,581 
Retail Wholesale and Dept. Store Union (AFL-CIO/CLC) 14,389 
Rubber, Cork, Linoleum and Plastic Workers of Amer., United (AFL-CIO/CLC) ........ 13,000 
Seafarers’ Int’l. Union of North America (AFL-CIO/CLC) ooo....oooccccccccccccccceceeececeeceeeee 10,450 
Semenesees GE Pimebr., WOR GUMS) nnesccescccccccsscscscccocencccoccsccscocsesscscccescccoes 80,000 
Teamsters, Chauffeurs, Warehousemen and Helpers of Amer., Int‘l. Brotherhood 
SII eck capcscsascwenbackoushceayaaidasonseipskieticiuaiiesaiains tisuts ddeusdeislsnsipcebphasbiviagovtasewSibansadscaaboasione 36,891 
Textile Workers Union of Amer. (AFL-CIO/CLC) ooo cciccccccccccccccccccccceseseceeesssceeesees 17,000 | 
Wilmiirmricees GE Ramtec, Gall, GRU GU FGIE) nnn. cniccnccccsescccsncsesseccesssscossscoocsssoscsssesce 41,847 


Note: CLC is the Canadian Labor Congress, the largest trade union federation in Canada, } 
All AFL-CIO affiliated unions in Canada, are also affiliated with CLC. 
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Where The Call For Accounting Stirs Unrest 


Another way in which the demand for withdraw- 
al from internationals may be quickened in Canada 
is for US unions to demand reports from their Cana- 
dian branches under the new labor reform law. The 
Teamsters have already asked their Canadian locals 
to report to a US government department on the 
question of convicted criminals being union officers, 
and the request disturbed Canadians as outside in- 
terference. The US Department of Labor has already 
been informally notified of Canadian unhappiness 
over it. Irritations like this, however, build up the 
demand for separate unions. 


The Set-up of the International Unions 


Despite all this talk, and expressions of concern 
in Canada, somewhat over 70 per cent of Canadian 
workers belong to international unions, sharing 
membership and offices, too, with workers in the 
United States. And some of those who belong to in- 
ternational unions find that the benefits which ac- 
crue to the Canadian (Please turn to page 147) 
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Inside 
Washington 








SOFTENING the impact of the Landrum-Griffin Act 
by legislative actions in related fields is one of the 
vote-attracting lures being fashioned by the demo- 
crats during the recess. A special committee under 
the chairmanship of Sen. Eugene Mc Carthy is cir- 
cuit-riding the centers of organized labor making 
broad promises while going through the motions of 
exploring the problems of employment. A free spend- 
ing program of relief for industrially depressed 
areas tops the agenda, with uniform jobless insur- 
ance payments close behind. Mc Carthy must be 





WASHINGTON SEES: 


British election results must be read in the light 
of happenings elsewhere if their full implication 
is to be gained. The Britons may have sounded 
the doom of the Labour Party. But that isn’t im- 
portant. What is important is that England has 
beaten back a trend toward socialism. 


There are several reasons why the Tories won 
so handsomely. Prosperity and national fiscal 
soundness counted. In the strong precincts of la- 
bour there were thousands of vote abstentions. 
The so-called working class simply wouldn’t go 
along with the discredited concepts which the 
“leaders” expounded; they didn’t believe a tax- 
less paradise of plenty awaited only the sub- 
stitution of the “outs” for the “ins.” 


To have made Hugh Gaitskell Prime Minister 
would have meant months of time lost for read- 
justments before taking part in a Summit Confer- 
ence. There is unity of purpose among the Big 
Three now. Under Gaitskell, conservatism and 
capitalism would have been damagingly adult- 
erated by socialism. There could be no hope for a 
united front in a proposal to team socialistic doc- 
trine with the free world thinking of Eisenhower, 
Adenauer, and De Gaulle. Dealings would de- 
generate into unilateral, and therefore weak, ap- 
proaches. The British electorate solved that prob- 
Im, emphatically. 











126 


By “VERITAS” 


credited with honesty. He said: ‘Congress will have 
been under fire in some quarters for the labor regu- 
lation bill that went through this year, and may 
want to do something to even things up.” 


SIXFOLD INCREASE in air freight tonnage is forecast 
by the Federal Aviation Agency as a product of de- 
velopment of commercial turbine-powered trans- 
ports specifically designed for carrying cargo. Pre- 
viously, cargo aircraft were modified piston-powered 
passenger transports. With specialization, FAA will 
expect lower rates out of which should grow greatly 
expanded traffic. Existing rates average about 26 
cents a ton mile. The industry does not seriously 
question the government computation that this can 
be cut to between 10 cents and 12 cents a ton-mile 
with jet equipment in use. In 1954, airlines hauled 
freight which paid them $47.5 million. The estimates 
for this year run to $90 million—slightly more than 
doubled in five years. 


CONFIRMING the impression which has been growing, 
that Khrushchev is more in fear of what China may 
do than he is of the Western World, is a review just 
issued by the Soviet Embassy, telling what Russia 
has done to modernize its fellow red nation, and 
what is ahead. The document is addressed to the 
world at large, but obviously beamed to Peiping. Re- 
lease No. 252 is the Embassy’s service of notice that 
long-term loans at 1 per cent interest, guidance and 
funds for virtually all of Red China’s industry, for- 
bearance with contracts which failed of fulfillment 
on China’s part, made Peiping what it is today. The 
veiled threat coming so soon after Khrushchev visit- 
ed his China “friends” is a significant departure. 


RESTRAINT characterizes rejoicing over the prospect 
of a balanced budget in this Fiscal Year. Spending 
will be $1.9 billion higher than the original calcula- 
tion, which means excess of outlay must be overcome 
by excess over estimated income as of last January. 
The steel strike and its collateral effect have clouded 
the receipts picture badly. A single example: rail- 
roads lost a half-billion in revenue in the first 80 
days. The tax-paying potential has been similarly 
cut elsewhere. 
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Creation of a Common Market in Latin America is given 





added urgency by the accelerated pace of Soviet 
propagandizing in the countries south of the Rio Grande. 














Puerto Rican Governor Luis Munoz Marin is the moving 





spirit. Latin America, he warns, no longer can afford the 
luxury of division into 20 separate economic units; 
nationalisms, brand new in other underdeveloped regions of 
the world must be shelved as obsolete. The communist bloc 
is not making substantial trade inroads in the Americas but 








it has stepped up the preachings of red ideologies, not 
wholly without receptive ears. 








State Department trade offices have completed an 
on-the-grounds survey, results of which disprove Russia's 























claim of greatly enlarged markets in the past four years. 
Brazil has taken some crude oil in return for coffee. The 
import-export trade elsewhere has not been readily 








identifiable and the aggregate business flowing in both 


directions is under a quarter-billion 
dollars. This marks no change since 1956, 
but it doubles the figure for 1949. In money 
terms the business represents a net loss: 
maintenance of communist "cultural" and 
propaganda missions, especially those of 
Russia and China, run a higher bill. The 
method used is to ship in large companies of 
performing artists (some of them 
artistically excellent), followed by trade 
missions. Reciprocal visits are arranged, 
and paid for by the Reds. Communist Party 
growth is evident in each of the countries, 
not excepting Venezuela, Peru, Brazil and 
Chile, which have no diplomatic ties with 
Moscow or Peiping. Cuba's affinity for 
communists, fellow travelers, and their 
ideologies has increased since Fidel Castro 
took over. There is no Latin American 
country which does not have at least one 
communist newspaper and some have several. 














Action will displace hand-wringing over 
the condition of United States trade with 
other nations, friendly nations. The State 
Department is moving at once to erase 
discrimination by other countries against 
imports from America. Rep. Hale Boggs, 
chairman of the House Foreign Trade 
Committee and author of major legislation 
in the area of world commerce, is working 
with Douglas Dillon, Under Secretary of 
State in bi-partisan moves. The combination 
is a most desirable one: aggressive and 
experienced men, one exercising great 
influence on the legislative level and the 
other skilled in diplomatic procedures. 
Forums in which the interests of the United 
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States will be pressed as inextricably 
linked with the welfare of other countries 
will include this year's meeting of the 
General Agreement on Tariffs and Trade 
(GATT), and the International Monetary Fund. 


Congressman Boggs moved the two-party 
machinery into motion with a plea to 
Secretary Dillon. He pointed up the fact 
that there has been marked improvement in 
the balance~of-payments and foreign 
exchange positions of many of our trading 
partners, particularly those of Western 
Europe. With the reduction of United States 
export surplus, it has been increasingly 
important that this country pursue 
aggressively the elimination of 
restrictions against dollar imports. The 
State Department's trade experts believe, 
on the basis of this year's experiences, 
that the desired relief will be forthcoming. 
Many of the world's leading trading nations 
have taken steps toward the removal of 
discriminations against imports from the 
dollar areas. Among them: Argentina, 
Australia, Denmark, France, Germany, Italy, 
Japan, Malaya, the Netherlands, New Zealand, 
Norway, the United Kingdom. In many of the 
listed countries the relief has been 
partial; in some, not significant. 





























Discrimination is not a tool exclusively 
available to the nations with which the 
United States does business. The 
representations being made by the State 
Department, by Congress, and at the 
meetings of governors of the World Bank and 
the International Monetary Fund are not 
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abject pleas. They rest on commonsense 





application of the facts of world production 
and capabilities of manufacture and 
extraction and the distribution of raw 
resources. The United States is not making 
the threat that we will retreat to 
protectionism as it was known in an earlier 
day but it must be apparent to the trade 
specialists abroad that, pushed too far, 
Congress will take inventory of the 























Presidential Advisers are proposing changes 
in farm policy and Ike is reported to be 
Seriously considering making his fnal year 
in the White House more memorable by these 
and Similar strokes of direct action. The 
National Agricultural Advisory Committee 
has prepared the program. It involves 
elimination of acreage controls cn wheat and 
an end to price supports based on parity or 
any fraction of it. Support levels for 1961 
to 1963 would be set at 75 per cent of the 
average market price for the three years 
immediately preceding the crop year. After 
1963, the levels would be put to 90 per cent 
of the three-year market average, but 
acreage controls would be dropped beginning 
with the 1961 crop. This program now is in 








Administration's liking but the farm 
lobbyists are fuming. 





Federal Study is under way to determine 
how various groups benefit proportionately 
from the national highway program. This 
information, to be available in 1961, will 
be used to help decide how the tax load may 
be distributed more equitably among 
beneficiaries for the remainder of the 
program. Apparent in this approach is an 
intent to make the highway users, especially 
the commercial agencies such as trucks and 
buses, pay a larger share. That is all to the 
good so far as competing carriers (rail, air 
and inland waterways) are concerned. But the 
bus and trucking associations contend their 
members already are carrying a 
disproportionate share of the load. The study 
will force direct action on the issue which 
plagues every attempt to finance the highway 
program. 








Convention setting up the European Free 
Trade Association is scheduled to be called 
about Nov. 1. Involved are Austria, Denmark. 
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Norway, Portugal, Sweden, Switzerland and 
the United Kingdom. This is a substitute for 
the free trade system embracing all Western 
Europe which broke down in its formative 
state. The seven countries now participating 








look to melting of trade barriers about 





convention is to be based calls for the 
total elimination of tariff and quota 
restrictions among the member nations. 

This freezing of trade would be achieved 
over a 10-year period, starting with a 20 
per cent cut in tariffs July 1, 1950. The 
pattern of the European Community generally 
would be followed, but nothing more than 
expansion of trade is in the planning. There 
is no proposal for coordination of policies 
in other fields, as is the method used in 
the Community. Ultimate goal is the 
all-Western Europe free trade principle. 
That contemplate a union with the EC 
nations; Belgium, France, Germany, Italy, 
Luxembourg, and the Netherlands. 

















Great Britain, faced with problems which 
Seem guite familiar to the Treasury and 
Congress here, is working out a 
reorganization plan which should make for 
interesting discussion at both ends of 
Pennsylvania Avenue. The Government has 
appointed three men holding no public office 
—two businessmen and a banker—to join 
Government experts in a review of public 
expenditures and to formulate proposals. 
The control of public spending in Britain 
is primarily a Parliamentary affair. Thus, 
the legislative branch, in the 
table-of-organization in any event, 
dominates "Whitehall" or the executive 
division. However, in Britain as in the 
United States, there is control at the budget 
preparing stage as well. There, it is the 
Treasury that controls the claiming 
departments of Government and prepares the 
overall budget. 








Evolution of the British Government has 
established the fact that there is more need 
for coordination. The idea of Parliamentary 
control of spending, with the Treasury 
acting as a watchdog is fundamentally sound. 
The machinery for periodic review and, 
equally important, how to apply the 
knowledge thereby gained, are the areas 
which appear to need overhaul. Similar 
improvement appears to be needed here. 














THE MAGAZINE OF WALL STREET 





ee aoe 





~~ 





Inc 


——— | 


amt set on wt ee et OO Oe ee 





























4 
Europe's +4 
. e GENERAL 
Industrial Machine a 
Today 
ELECTRIC POWER 
RECONSTRUCTION aal 
AIRCRAFT RECONSTRUCTION 
eal hb VY 
SHIPPING : oa : 
» SS 
INDUSTRY 





ooee 
= 


PORTS & a ae 
WATERWAYS i 
ol ae Sond 


ae 


INDUSTRY 





STEEL MILL aa pee 7) a 
RAILROADS ye 





2 
B 










at 


=e 












RECONSTRUCTION 
ELECTRIC POWER 





—_— 





* 


GENERAL 
INDUSTRY DEVELOPMENT 


in \y IRRIGATION 





WHY NEWLY RICH NATIONS 
CAN STAND ON THEIR OWN FEET 


— With a breakdown of the financial and trade 
position of the individual countries 


By HERBERT M. BRATTER 


‘> Why they no longer need aid from the U. S. A. 

But are able to export capital and do their part in 
helping underdeveloped countries 

Why their enormous dollar gold balances should end 
discrimination against imports from U.S.A. 


OR almost a decade and a half since World 

War II the US has been handing out billions 
in loans and gifts to help in the world’s reconstruc- 
tion and development. Besides, the Government has 
actively encouraged American business to make 
direct investments abroad, given a boost to foreign 
travel by American citizens, and taken a hand in 
disseminating our industrial and commercial know- 
how with a view to strengthening the economies and 
reserves of other countries, in the thought that 
some time the process would end, and that the late 
belligerents and the underdeveloped neutrals would 
be able pretty much to fend for themselves. 

While the US has not slackened its efforts, dur- 
ing the past two years, more money has been paid 
out by this country than we have received from 
others countries for trade and “invisible” balance 
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of payments transactions, including US Govern- 
ment spending abroad for military and other pur- 
poses. 

At the same time the outside world has continued 
to add to its monetary reserves of gold and dollars. 
And, while our merchandise exports have declined, 
other countries’ sales of goods to us have been main 
tained. 

Thus, the administration has concluded that it 
is time that countries able to help should do their 
share in aiding the underdeveloped nations. And i* 
is asking countries which still discriminate against 
dollar trade although they no longer have the excuse 
of a “dollar shortage’’, to curtail such imports. 

Since World War II, Uncle Sam has paid in ad- 
vance for the ending of such discrimination, indeed 
has done so over and over again. 





Secretary Anderson’s Report 


Before turning to some facts and figures on the 
ability of Europe and Japan to respond to Secretary 
Anderson’s plea, let us turn briefly to some of 
his remarks at the recent annual meeting of the 
International Monetary Fund and the World Bank. 

“The current excess of our exports of goods and 

services over our imports,” he said, “runs at the 

annual rate of $3 billions, but does not cover our 
annual outpayments to other countries of $714 
billions.” 

This leaves about $41 billions a year in the hands 
of foreigners which they may add to their gold 
reserves or put into short-term or other dollar in- 
vestments, if they choose. Foreign-owned balances 
here, theoretically a call on our $1914 billion gold 
stock, now total more than $1814 billion. 

Our large outpayments, Anderson notes, in- 
clude over $3 billions a year for military expen- 
ditures abroad, some $2! billions for grants, 
loans, etc., and about $2 billions a year of private 
capital outflow. 

Despite the big demand for capital at home, we 
are sending savings to underdeveloped countries in 
substantial sums. A pick-up in our exports to Eu- 
rope, which seems likely to develop, cannot be 
counted upon to redress our balance of interna- 
tional payments. The deficit is just too big, 

Anderson contrasts our position with that of 
other industrial countries of the free world in 1958. 
when they had a substantial surplus not only in 
their dealings with the US but also with under- 
developed countries. That is, while we are sending 
our savings to less prosperous countries, European 
countries are making a profit from them as well 
as from us. Hence, industrial countries have been 
able to add to their liquid holdings of foreign ex- 
change on official and private account. This condi- 
tion prevailed in 1958 and has prevailed thus far 
in 1959. The large excess of exports of European 
industrial countries over the outflow of capital 
from the same countries to the underdeveloped na- 
tions “does not represent a satisfactory pattern of 
world payments and cannot be expected to persist” 
the Secretary holds. 

Apparently, the Administration, in backing the 
proposal for the creation of a new international 
agency to make easy loans to underdeveloped coun- 
tries—(via International Development Association 
which is planned to be a subsidiary of the World 
Bank)—and expects that the participation of other 
industrial nations will ease the burden of such aid 
as we are now carrying. But, while this demand is 
implicit in Secretary Anderson’s comments, those 
of Under Secretary of State Douglas Dillon are not 
reassuring, for he states that the IDA’s aid will be 
in addition to existing bilateral programs between 

the US and the underdeveloped countries. 

As for discrimination against US merchandise 
exports and foreign travel in this country and on 
our ships, Secretary Anderson bluntly says: 

“But now there has been a restoration of the rela- 

tive competitive positions of the other industrial 

countries of the free world. No longer is the US 
the dominant supplier of capital goods and other 
manufactures. The other industrial countries 
have improved their own financial positions. This 
means that there is no longer a justification for 
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the discriminatory practices of the earlier period 
of their economic and financial weakness. Finally, 
the changed circumstances of the industrial coun- 
tries ought to put at rest any unfounded idea that 
the economic problems of the free world are based 
either on a shortage of dollars or on a genera] 
lack of liquidity. 

“We are confronted today not with a dollar 
shortage, but with a capital shortage . . . There 
must be a reorientation of the policies of the 
earlier postwar period...” 

The following will put the spotlight on the im- 
proved economic and financial position of industrial 
countries which have been the beneficiaries of direct 
US aid since the war and which, in many cases, 
are today benefiting indirectly by US aid to under- 
developed nations! 

AUSTRIA 


Austria boasts a hard currency today. Its 
gold and dollar reserves increased steadily from 
$336,000,000 at the end of 1955 to $653,000,000 at 
the end of 1958. It ended the latter year as a cred- 
itor of the European Payments Union (EPU). 
While, at the end of 1958, it was indebted to the Ex- 
imbank and World Bank for a total of $67,000,000, 
it owed nothing to the International Monetary Fund 
(IMF). Every year since 1955 Austria’s gross na- 
tional product (GNP) has increased. It was $3.8 
billions in 1955 and $5 billions last year. In the 
same three years industrial production climbed from 
an index of 133 to 150. In 1955 Austria had a net 
unfavorable balance of in.ernational payments of 
$118,000,000, but in the three following years the 
net balance was favorable; in 1958, by $58,000,000. 


BELGIUM 

Belgium’s gold and dollar reserves, including US 
bonds and notes, mounted by almost 40% from 
the end of 1955 to mid-1959. Last year they went 
up by $340,000,000. The total of such reserves were 
$1,047,000,000 in 1955 and $1,395,000,000 this past 
June. Belgium was a creditor to EPU of 
$154,000,000 at the end of 1958. Belgium’s merchan- 
dise trade balance with the US is unfavorable, but 
its balance of payments with the world as a whole 
has been favorable in each of the past four years: 
by $286,000,000 in 1955 and $357,000,000 in 1958. 
Belgium’s industrial production and GNP during 
these years have been maintained with little net 
change. Belgium has no current debt to the IMF, 
but owes the Eximbank $52,000,000 and the Inter- 
national Bank for Reconstruction and Development 
$43,000,000 as of the end of June. 


FRANCE 


France during recent years has continued to have 
many troubles, economic and financial as well as 
political. Its $2,093,000,000 of known gold and 
dollar holdings in 1955 had shrunk to $938,000,000 
by 1957, but since then have come up sharply to 
$1,602,000,000 in June 1959. Many millions of dol- 
lars of private assets of Frenchmen are hidden from 
official eyes in gold and bank accounts abroad. 
France has reported a net negative balance in its 
current international transactions during the last 
three years. But France is reported as prospering 
and the business outlook there is bullish. France’s 
GNP has come up from 111 in 1955 to 127 last 
year; and industrial production from 120 to 153 


while investment has risen from 123 to 150. Private | 
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consumption has risen simultaneously from an in 
dex of 110 to 124 (1953 = 100.) France has been 
heavily aided by Washington and on June 30 owed 
the Eximbank $825,000,000, the IBRD $232,000,000 
and the IMF $394,000,000. 


GERMANY 


Despite various policies designed to reduce its 
nionetary reserves, such as loans to others, permis 
sion to citizens to hold gold, ete., the Federal Re- 
public has been hard put to it to keep its reserves 
from growing. Gold and dollar resources we 
$2.374,000,000 at the end of 1955 and $4,179,000,000 
last June 30. Germany ended 1958 as a 
$1,027,000,000 creditor of the EPU. In all recen: 
years Germany’s balance of international pay- 
ments has produced current-account surpluses: 
656,000,000 in 1955; $2,069,000,000 in 1958. In 
the period from 1955 to the first half of 1959 in- 

ustrial | production has climbed from 128 to 155 

1953 = 100.) GNP jumped 12% in 1955, about 
14% more in each of the next two years, and an- 
ther 3% in 1958. 


ITALY 





1959. The Netherlands were a consistent net credi- 
tor of EPU through 1958. The country regularly 
imports more merchandise from the US than it 
sells here. But its net balance of payments on ac- 
count of goods and services was favorable last year 
by $423,000,000. It was unfavorable in 1956 and 
1957; and favorable in 1955. The domestic economy 
has been prosperous. From 1955 through June 1959 
industrial output gained from an index of 118 to 
131. GNP mounted from $7.8 billions in 1955 to 
$9.4 billions last year. In June the Netherlands 
— Eximbank $50,000,000 and the IBRD $2 mil- 
ions. 


NORWAY 


The Kingdom’s gold and dollar resources have 
increased each year, from $180,000,000 in 1955 to 
$288.000,000 in June 1959. Norway was a creditor 
of EPU in each of the past four years. It has in- 
curred a negative balance of payments on account 
of goods and services in the past four years, ex- 
cepting a small positive balance recorded in 1957. 
Its trade in merchandise with the US has been 

‘f marked by a surplus of im- 





The lira is hard. Italy’s 
zold and dollar resources 
nave climbed substantially 
year after year, from 
$1,139,000,000 in 1955 to 
$2,630,000,000 in June 1959. 
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ports from us, excepting in 
1958, when there was a small 
excess of Norwegian exports. 
Industrial production, 117 in 
1955, was up to an index of 
127 in the twelve months end- 
ing last June. GNP has risen 








Italy’s trade in goods with 
the US is negative on bal- 
ance, but last year for the 
first time in several years its 
total current accounts with 
the world resulted in a sur- 
plus, $593,000,000. To reduce 
its government budget deficit 
some millions of dollars worth 
of US aid counterpart funds 
are applied each year. But 
the budget is still unbalanced. 
Industrial output has climbed 
from 119 in 1955 to 145 this 
June; GNP has been growing. 
But Italy still reports sub- 
stantial unemployment: 
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from $3.3 billions in 1955 to 
$3.9 billions in 1958. Norwav 
in June owed Eximbank 
$21,000,000 and the IBRD 
$59,000,000. 


SWEDEN 


Sweden’s gold and dollar 
reserves improved from 
$429,000,000 in 1955 to $586,- 
000,000 last June. Sweden 
imports more goods from the 
US than it exports here. In 
its international balance of 
payments a negative balance 
has been reported in each of 
the past four years. Indus- 








1,754,000 last April. Italy 
owes the Eximbank about $32,000,000 and the IBRD 
$149,000,000, as of June. 


JAPAN 


Appeals to Japan to eschew discrimination 
against American merchandise and tourist trade 
must sound slightly ironical in the island empire, 
considering the difficulties Japanese exporters face 
here. Japan’s official foreign exchange reserves have 
increased from $941,000,000 in 1956 to $1,201,000,- 
000 in July 1959. Its foreign exchange transactions 
with the world have produced a surplus in three 
of the past four years, including 1958 and 1959 
through May. Manufacturing production has _ in- 
— from an index of 151 in 1956 to 222 last 

une. 


NETHERLANDS 


Gold and dollar resources, including US bonds 
and notes, were reported at $1,069,000,000 at the 
end of 1955 and $1,533,000,000 at the end of June 
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trial output has come up 
from an index of 111 in 1955 to 119 during the 
twelve months ending last May. GNP was $8.7 bil- 
lions in 1955; $10.5 billions in 1958. 


UNITED KINGDOM 


The UK’s reserves of gold and convertible cur- 
rencies have climbed very substantially from 
$2,120,000,000 in 1955 to $3,248,000,000 in August 
1959. Sterling liabilities have meanwhile declined 
from $10,013,000,000 to $9,414,000,000 last June. 
The balance of payments on current account in 
goods and invisibles showed a deficit of $204,000,- 
000 in 1955 but a surplus in each succeeding year. 
Last year the surplus was $1,274,000,000. Indexes 
reflect economic improvement at home. Industrial 
production has come up since 1955 from 112 to 117 
last June: GNP was about a fifth larger in 1958 
than in 1955. 


Swiss Testimony Supports Secretary Anderson’s Thesis 
An article in the re- (Please turn to page 151) 
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COMPANIES THAT 
HAVE NOT SHARED 
THE PROSPERITY 
—AND WHY 


By ROBERT B. SHAW 


ACK in the early thirties, as only a dwindling 

number of investors and analysts can now recall, 
business was wallowing in a vast sea of red ink. The 
financial news of that discouraging era consisted 
primarily of failures, bankruptcies, dividend suspen- 
sions. Only a few privileged corporations remained 
immune from the pervading atmosphere of gloom 
and were able to maintain reasonably steady earn- 
ings. But these feeble beacons of hope could not 
dispel the overwhelming cloud of bad news. 

This picture is completely reversed today. Despite 
a slight reaction, stock prices hover close to their 
all-time peak. The financial headlines emphasize 
stock splits, dividend increases, new offerings. 

Yet, this prosperity falls just short of being uni- 
versal. As there were some few companies that rode 
through the depression without material injury, so 
there are some few today that are enduring the 
pangs of private misfortune. In a sense their af- 
flictions are even more painful than the financial 
tribulations of the early thirties, for at that time 
companies in economic distress had at least the com- 
fort of widespread companionship. Today their num- 
bers are so small that they stand embarrassingly 
alone. 
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What are these companies that are suffering sharp 
reverses during an age of general prosperity ? What 
are some of the causes of such sad results? While 
it will hardly be of great value to the investor to 
diignose their ccndition after their adverse symp- 
toms have become so painfully evident, the problem 
of depression amid prosperity is important enough 
tc deserve at least brief discussion. Moreover, a 
study of individual cases may uncover occasional re- 
nunerative opportunities, for it is unlikely that all 
) these illnesses will prove fatal, and even severe 
backs may sometimes be quickly reversed. 
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What Caused the Problems For the Textiles? 


One industry that has been suffering protracted 
pression through the greater part of this prospe- 
is decade is textiles. Chronologically, its problems 
n be traced back to the overbuying and sharp ex- 
}iansion in capacity which accompanied the Korean 
‘ar in 1952. Yet the industry wouid have recovered 
om these maladjustments long ago if more basic 
s did not threaten it. While clothing is second only 
food as a human necessity, the increased durability 
’ clothing combined with the stronger consumer 
ypeal of automobiles, appliances and services have 
duced clothing’s relative share of the total market. 
.nimal and vegetable fibers are not only in chronic 
versupply, but synthetics have also made their 
trongest penetration in the textile field. This trend 
as become so pronounced that, not merely have cot- 
on and wool been displaced in important markets, 
ut even the earlier synthetics, particularly the cel- 
ulosies, are now threatened by more recent ones. 
\ll of these developments have given rise to a vast 
nerease in supply which is having difficulty in en- 
neshing with a more modest progression in demand. 
This friction has had widespread repercussions in 
nany branches of the industry. Smaller, marginal 
nills have simply folded up or have been absorbed 
by others. Such veterans as Pepperell Manufacturing, 
founded in 1844, or West Point Manufacturing, with a 
dividend record unbroken since 1888, are likely to 
survive but certainly do not appear on anybody’s 
growth list. Both of these companies reported 1958 
sales substantially below their 1951-53 average. The 
rayons, Celanese and Industrial Rayon are also having 
their difficulties. The former has enjoyed consider- 
able recovery since its low point in 1954, but recent 
profits have been substantially lower than those 
earned a decade ago on slightly smaller sales and 
the same capitalization. Industrial Rayon has de- 
teriorated steadily since 1955. Both of these com- 
panies have continued to promote rayon fabrics 
aggressively and have also achieved some success 
with their jointly sponsored tyrex tire cord, but this 
has become involved in a sharp price war with in- 
vading nylon. Both of them must be regarded as 
relatively speculative at the present time. 
Companies which manufacture yarns into fabric 
enjoy, of course, a more flexible position, and can 
observe the battle of materials with detachment, even 
with satisfaction. Even so, they have not been im- 
mune from the industry’s problems. Such a com- 
pany as Collins & Aikman, which makes upholstery 
largely for automobiles and transportation seating, 
has suffered extremely irregular earnings, obliging 
it to abandon any consistent dividend policy, since 
the earnings years of the present decade. Even giant 
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United Merchants & Manufacturers, enjoying very broad 





diversification and possessing the well-known Robert 
Hall chain as its controlled retail outlet, has suffered 
a decline in profit margin to a mere 1.8% of sales 
in 1958 from an 8% to 10% that was formerly con- 
sidered normal. 


The Carpet Makers 


Among allied fields, the fate of the carpet industry 
is almost too well known to require description. In 
terms of material, wool, formerly the traditional! 
carpet component, has been displaced to a large ex- 
tent by synthetics and, curiously, to some degree by 
cotton. Functionally, tufted carpets have rapidly 
superseded the old woven coverings in consumer 
popularity. These changes rendered much of the old 
machinery obsolete, almost overnight. The leader in 
this field, Mohasco Industries, representing a merger 
of Mohawk Carpet Mills and Alexander Smith in 
1955, has reorganized thoroughly by closing some of 
its older plants, adopting new styles and materials, 
and exploring revised merchandising procedures, but 
has still been unable to restore sales very much 
higher than half the level of the combined organiza- 
tions ten years ago. Textile floor coverings certainly 
have not declined in popularity and Mohasco may 
eventually emerge successfully from its current tri- 
bulations, but is far from a conservatice investment 
at present. 


Textile Machinery 


Still another group which has been severely in- 
jured by the textile revolution consists of the textile 
machinery manufacturers. This industry includes 
some of the oldest companies in the country, such a 
Draper Corporation, founded in 1816, and Saco-Lowell 
Shops, established in 1845. Draper does not report 
sales, but net income has dwindled almost steadily 
throughout the decade, rendering a 3-for-1 split in 
1950 a very poor augury. The conservative capital 
structure has allowed maintenance of the dividend 
record unbroken since 1897, but in the last few years 
this has really been unjustified. Saco-Lowell (un- 
listed) inaugurated a program of diversification 
into other types of machinery as early as 1951, and 
looks more promising than Draper on a long-term 
basis, but still suffered a resounding loss last year. 


The Retarded Watch Manufacturers 


A much smaller industry that has likewise ex- 
perienced severe vicissitudes in the post-war era 
has been the watch manufacturers. Without a doubt 
the intense competition offered by low-cost Swiss 
movements has been the major factor in the dis- 
comforture of the domestic producers, but it is hard 
to avoid the conclusion that these companies were 
also delinquent in styling, merchandising, and mod- 
ernization generally. Century-old Waltham, now 
nearly defunct, continued, for example, to emphasize 
pocket watches long after consumer preference had 
shifted over to wrist watches. Elgin and Hamilton 
have both survived by diversifying into instruments 
and other types of light machinery, as well as by 
“joining” the import movement, but the sales trends 
of both have still been declining in the past several 
years. Elgin’s dividends have been suspended and 
Hamilton also looks like a rather rash speculation. 
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Companies Suffering Adversity — Du 








Net Sales Net Income Ind ‘cated 
1948 1953 1958 Per Share Average Price ** Recent 1959 
(Millions) 1948 1953 1958 1948 1953 1959 Price Div * 
I MII icasicscaponascessscescesconss $56 $250 $170 $3.64 $3.43 $ .58 15 21 23 20 - | Inte! 
CELANESE CORP. OF AMER. ........ 230 164 224 6.61 1.01 2.05 31 28 37 28 1.001 | Cell: 
COLLINS & AIKMAN 000.0... 34 49 40 60 1.95 1.52 20 19 25 24 80 | Pers 
COMMERCIAL SOLVENTS .............. 45 52 65 2.10 1.01 -52 23 19 15 13 -2C ye To 
DRAPER CORP. .......cccsssssssssecsssessssees N.A. N.A. N.A. 5.54 1.78 67 23 17 28 32 1.00 | Hee 
I MNO ossnssessnnacesssksasssesvsacne 28 57 27 2.14 2.25 d1.93 15 12 12 10 - + Sev 
HEYDEN NEWPORT CHEM. ........... 25 24 48 2.04 69 62 22 15 18 17 ao fb 
HOLLAND FURNACE .........0.00......... 41 33 31 4.48 1.05 1.16 25 16 14 12 .60 B.. De 
SOOWARD STORES. ............0:0.00000..... 31 27 26 2.34 2.34 d?.57 18 16 15 16 -60 ,. Ex 
INDUSTRIAL RAYON ....000.... 55 70 48 8.31 4.68 d1.65 47 47 24 19 _- ( Pr 
KAISER INDUSTRIES .................0....... 342 359 251 9.08 d16.32 58 45 14 15 16 -- a. F 
MOHASCO INDUSTRIES ................ 114 107 90 7.16 d3.73 1.90 33 13 15 14 0S a 
POUT SRE BOG cscscccecscssescssesescece N.A. N.A. N.A. 4.81 1.38 41 66 50 27 26 50 i 
PFEIFFER BREWING CO. ................ 15 24 15 2.50 1.65 as 34 17 5 4 —_— i, ; 
PUBLICKER INDUSTRIES ................ 161 169 133 5.52 -63 d 60 23 15 12 9 2 if 
SPENCER KELLOGG.  ...........cccccssccssees 158 111 128 5.67 AW 1.00 25 16 18 17 -80 i 
UNDERWOOD CORP. ...............0006 56 78 72 8.19 1.13 d9.35 49 41 25 21 — if ' 
RENE GIN askcisicssncctsincsccesseseasveend N.A. N.A. 324 6.81 5.08 2.60 53 51 35 26 ‘2 . if ; PF 
WARD BAKING CO. .....ccccccssseee 86 96 105 4.63 3.12 1.08 14 22 16 15 iw 
WHITE SEWING MACHINE .......... 30 20 27 6.12 .08 d2.68 : 7 9 4 aa t : | 
*—Based on latest dividend rate. d—Deficit. 


**—Average of years high and low price. 
N.A.—Not available. 


1_Plus Stock. 
2—5% in stock. 





The Once Aristocratic Sewing Machine 


The sewing machine manufacturers have been be- 
set by very similar problems. Singer, a world-wide 
organization, has been enabled to survive, if not to 
prosper, by shifting both its manufacturing and 
sales emphasis abroad. Foreign sales now provide, 
in fact, about 60% of total income. A recent manage- 
ment reorganization, which culminated in the eleva- 
tion of 43-year old Donald Kircher to the presidency, 
suggests that Singer is taking on a more aggressive 
character and that its stock, at around 50, is becom- 
ing an attractive commitment. White, however, has 
given up altogether as a sewing machine manufac- 
turer, although it continues to distribute imports. 
Its shift into plastics, electrical components and 
special containers could prove successful, but ob- 
viously it is risky betting on such a complete re- 
organization. 


Where Despite All Efforts Profit Margins Declined 


The discussion so far has been confined to mem- 
bers of declining or threatened industries. Naturally 
it is a great asset to belong to a growing industry, 
and yet even this by itself does not assure financial 
success. Some companies have discovered, to their 
regret, that “profitless prosperity” is an entirely 
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realistic term. Ward Baking, for example, has enjoyed 
a steady and substantial increase in sales volume 
over a period of many years, and yet per share earn- 
ings, on an only slightly increased capitalization, 
are running at barely a third of their ten-year 
earlier level. Ward has absorbed many other com- 
panies to become the sixth largest commercial baker, 
but the presumed economies in the process have not 
been sufficient to overcome the extremely competitive 
character of the industry, and the profit margin, now 
a mere 1.1%, has deteriorated steadily. No improve- 
ment in the situation can be counted upon. 


Victims of Circumstances 


Two other members of the food industry, but in 
specialized branches in which they stand almost 
alone, are Spencer Kellogg and United Fruit. Spencer re- 
fines various types of vegetable oils and thus is at 
the mercy of widely fluctuating raw material prices. 
Unable to lift sales volume over a period of years, 
the company has suffered a substantial decline in 
its profit margin, and cannot be considered par- 
ticularly attractive today even at a reasonable mul- 
tiple of seventeen times last year’s earnings. United 
Fruit, once a prime investment favorite, reached 
an earnings peak in the 1947-51 period, but since 
then has suffered almost steady decline. The former 
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. Declining demand for naval stores. 
. Decline of coal as y 


. Excessive competition; 


. Banana injury; spread of blight; governmental confiscation. 


. Execesives competition; low profit margin. 






During Prosperity 






Remarks 








Intense competition in TV appliance markets. 

Cellulosic fibers in severe competition with “true” synthetics. 
Persistent textile surplus; synthetics invading public seating. 
Tardy in product diversification. 

Heavy fixed assets tied up in textile machinery capacity. 
Severe competition from imported Swiss movements. 


ry k hald fuel 





=) 


to sales volume 





Price war in tire cord between tyrex (rayon) and nylon. 
Foilure of Kaiser-Frazer Motors. 1 for 4 reverse split in 1956. 
ted carpets replacing woven; declining position of wool. 

Zine die castings threatened by aluminum. 

Domination of market by major brands. 

Declining demand for industrial alcohol. 

Sharp price fluctuations; little contact with consumer market. 


Too much dependence upon traditional types of office equipment. 





Extremely low labor costs of peting Jap , Italian machines. 











$4 annual dividend was gradually reduced to $2, 
and the recent omission of the 50¢ quarterly pay- 
ment on the latter, was the signal for a concerted 
unloading which depressed the price to its lowest 
level in 25 years. The Fruit company’s problems 
have been multiple. A number of smaller competitors 
have been encroaching upon the market which Fruit 
once came close to monopolizing. Natural disasters, 
including tropical storms and the spread of banana 
blight, have occurred more frequently in recent 
years. The most recent blow was Castro’s seizure, for 
no more than token compensation, of the company’s 
100,000 acres of sugar lands in Cuba. As the Fruit 
company has contributed enormously to the economic 
development of the Latin American countries in 
which it operates, such political retribution must 
be regarded as an extremely disappointing rejoin- 
der to the entire concept of “trade — not aid.” 
While it does not appear that any of the problems 
mentioned are susceptible of immediate correction, 
it is hard not to believe that this stock represents 
an exceptionally attractive value around its present 
price of 26, but we must wait and see. 


The Competitive Depression in Liquor 
Further examples of retrogression in prospering 
industries may be provided by Publicker Industries 
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and Pfeiffer Brewing. Apparently unable to meet the 
intensive competition, largely on a brand basis, 
which is characteristic of their respective branches 
of the beverage industry, both of these companies 
have suffered a declining sales trend, culminating 
in actual losses, in recent years. Either non-dividend 
paying issue should be held only by investors who 
can afford high risks. 


Laggards For Varying Reasons 


Among other companies suffering depression have 
been Underwood, which has fallen behind in the con- 
test for more complex office machinery and suffered 
heavy deficits in 1956 and again in 1958; Holland 
Furnace, which delayed loo long in recognizing the 
displacement of coal by oil and gas as a household 
fuel. Even the prospering chemical industry has 
not been without its laggards. Commercial Solvents 
has exhibited a distinctly unimpressive recent rec- 
ord, apparently reflecting a lapse in research and the 
development of new products. An extensive divers- 
ification program now in process may correct this 
deficiency. A fellow chemical, Heyden-Newport, pre- 
sents a very similar sales and earnings picture. Min- 
ing companies have normally been vulnerable to 
many uncertainties, and these include, in the case of 
New Jersey Zinc, both the depletion of some of its 
older mines and the loss of important markets for 
its chief product. Zinc die castings have, to be sure, 
become more popular within the last few years, 
but this application is now being increasingly 
threatened by aluminum. 


Shifts and Changes 

The foregoing discussion of individual companies 
has necessarily been brief. Likewise it will be im- 
possible to draw more than concise conclusions on 
the complex subject of business retrogression during 
general prosperity within the space of a few para- 
graphs. Among the causal factors which can be re- 
cognized, however, are obsolescence, physical deple- 
tion, changes in popular tastes, excessive competi- 
tion, natural disasters and. political events. Even the 
element of luck plays its role. But obsolescence, in 
its broadest sense, is probably the most important 
factor, as this eroding process can appear either in 
the product itself or in the company’s manufacturing 
or merchandising methods, with possibly fatal re- 
sults wherever it strikes. 

Change is, of course, inevitable in our modern 
society, and necessarily exacts its toll. Nevertheless, 
plenty of evidence shows that companies possessing 
adequate foresight and versatility have managed to 
survive the most extreme changes. Studebaker, for 
example, which once made wagons, shifted success- 
fully to automobiles. Fruehauf, the leading trailer 
manufacturer, also started off as a wagon builder. 
American Express, which once handled the head-end 
business for the nation’s railroads, can regard itself 
as fortunate that it was dispossessed in this field 
thirty years ago, when it transferred its assets and 
experience to its outstandingly successful travel and 
banking business. Hupp Corporation, once numbered 
among the country’s car builders, has survived, if 
not exactly prospered, by shifting to the manufacture 
of appliances and components of various types. To 
cite a more recent illustration, American News ap- 
pears to have ridden out (Please turn to page 152) 
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An expert appraises the... 


METAL FABRICATING INDUSTRY 


—And the varying status of the individual companies 


BY MORRIS GOLDFISCHER 


® Serving a basic broad cross-section—this industry can be used as a 
sensitive indicator of our economic well-being 

& Planned expansion and diversification to meet the needs of a new 
age—the stiff competition from abroad 

& Appraising the position of the fabricators that are subsidiaries of the 


giants—and the independents too 


HAT are the prospects for the copper and brass 

industry in the approaching Space Age? Are 
the leading companies who fabricate the historic 
red metal preparing realistically to meet the chal- 
lenges from competitive materials at home and 
lower-priced products from abroad? 

Before we attempt to answer these questions, let’s 
first define the term fabrication as applied to the 
metal industry. Fabrication refers to the shaping 
and finishing of metals and alloys from the bulk 
forms of refined metal or scrap into standard 
shapes, sizes and finishes as required by manufac- 
turers of finished articles or by the construction 
industry. 

In the copper and brass industry, the fabricators 
include subsidiaries of the giant copper companies 
such as Kennecott Copper Corporation, the Ana- 
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conda Company and Phelps Dodge Corporation, and 
affiliates of primary metal producers such as the 
Aluminium Company of America and Cerro de Pasco 
Corporation, in addition to the many independent 
firms. 

The independent companies include Bridgeport 
Brass Company, Calumet & Hecla, Inc., Continental 
Copper & Steel Industries, Inc., General Cable Corp- 
oration, Mueller Brass Company, Revere Copper 
and Brass, Inc., and Scovill Manufacturing Com- 
pany. 

Because fabricating units do not usually play a 
predominant part in the activities of the primary 
producers, and there is no statistical breakdown on 
their contributions to sales and earnings, the tab- 
ular material accompanying this article covers only 
those companies whose main business is fabricating 
and who furnish financial reports. 
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Factors in Outlook 


\s with most suppliers of basic materials, the 
0. tlook for the copper and brass fabricators will 
d-pend to a large extent on whether their customers 
prosper. A recent breakdown of copper consump- 
tion showed the following pattern: electrical equip- 
nent, 19 per cent; light and power industry, 18 per 

it; building construction, 16 per cent; industrial 
juipment, 10 per cent; motor vehicles, 9 per cent; 
mmunication, 6 per cent; household appliances, 
3 per cent; railroad and marine, 3 per cent; electron- 
ics, 3 per cent; scientific equipment, 2 per cent; 
military, 6 per cent, and miscellaneous, 5 per cent. 

Supplying such a cross-section of American basic 
industry, fabricators have found a rather close 
correlation between general business conditions and 
their profits. For example, the economic recession 
which started in 1957 and continued through the 
middle of 1958 resulted in curtailed activity in the 
auto, construction and other industries and brought 
reduced demand for fabricated metal products. 
Many customers of wire and cable producers de- 
ferred purchases during that period and lived off 
their inventories. 

The pickup in the country’s economy also fur- 
nished a fillip for copper and brass producers. Gen- 
erally speaking, their earnings began to improve 
in the latter part of 1958 and spurted in the first 
half of this year. Because of the threatened strike 
in the eopper industry all fabricators stocked up on 
the red metal and their customers also bought 
heavily. This makes it very hard to gauge just how 
much of the improvement in business was due to 
meeting actual needs and how much was a hedge 
against a strike. 


oO 0 


Activity Up in 1959 

Regardless of the reason, deliveries of refined 
‘opper to domestic fabricators increased to 976,500 
ons in the first eight months of this year, a gain 
»f about 37 per cent over the similar period of 1958. 
The fabricators’ customers, in turn, bought products 
containing 939,000 tons of copper in the eight-month 
period, a rise of about 30 percent over last year. 
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Statistical Position of Leading Copper & Brass Fabricators 

————— 1958—_— Ist 6 Months ———— 

Net Earnings Net Sales Earnings Per Indicated Div. 

Sales Per Div. 1958 1959 Share 1959 Price Range Recent “Yield 

(Mil.)- Share Paid —(Millions)—— 1958 1959 Div. * 1958-1959 Price % 
snaconda Wire & Cable ..................... $101.6 $1.52 $ .50 $48.0 N.A. $ .28 $2.49 $1.00 6112-4612 52 1.$% 
II SID scsesserecccsnsencesrsoraccres 135.6 2.80 1.75 62.7 88.2 82 2.43 1.50 4412-2734 36 4.1 
IN III x sascsesascnccinnssoseyensnconnse 54.1 1.49 -80 24.4 42.5 44 1.33 1.00 27\2- 9% 24 4.1 
ontinental Copper & Steel ................ 53.6! .361 .704 — —- —- - 70% 16%- 85 13 5.3 
SN IIE dinstnicisishasssessenxbisnsadecanes 130.8 2.17 2.00 N.A. N.A. 1.06 1.27 2.00 4572-3012 39 5.1 
NII cscisicisscitnicnccesxtuasesantsonehes 53.37 2.68~ 2.00 38.3% 52.7% 1.443 2.18% 1.40 321%4-19%2 28 5.0 
evere Copper & Brass ...............0.0000 181.3 -94 1.25 87.3 125.0 .80 2.00 1.00 54\e-22'2 48 2.0 
covill Manufacturing Co. ...............0. 121.1 d .25 75 55.5 75.8 d 41 1.48 50 3012-19 25 2.0 

-Based on latest dividend rate. 1__Year ended June 30, 1959. 
i—Deficit. 2—Year ended Nov. 30. 
1.A.—Not available. 39 months ended Aug. 31. 
4__Plus stock. 


Thus fabricators and their customers apparently 
were well prepared when most of the domestic cop- 
per mines were shut down by a strike on August 10. 
The strike cut off about 86 per cent (70,300 tons 
a month) of the U.S. copper production and, at this 
writing, has entailed a loss in output of more than 
100,000 tons. Supplies were also affected when Ken- 
necott’s El] Teniente mine in Chile, which produces 
about 16,000 tons of copper a month, shut down on 
October 1. In addition, a transport strike in the 
Belgian Congo threatens to tie up the movement of 
approximately 22,000 tons of copper a month. 

Despite the strikes, not a single brass or wire 
mill has so far reported a curtailment because of an 
inadequate supply of copper. They all are still living 
off their ample reserves. The only question is how 
much longer these stocks will last them. Even if 
the strikes should end soon it would take two to 
four weeks before the refineries could resume nor- 
mal shipments. 


Strikes Cure Overproduction 


Prior to the strikes, the copper mining industry 
was faced with the prospect of overproduction es- 
timated at about 10 per cent. Stocks were climbing 
here and abroad, at producers and fabricators. 
Major producers in the U.S. and in Africa announced 
output curtailments in an attempt to bring a balance 
between supply and demand. The strikes cured the 
overproduction and now the short-term outlook for 
fabricators is for some stringency in copper sup- 
plies. For the long run, however, it appears that 
there will be ample copper to meet anticipated 
needs. (World copper mine output capacity is ex- 
pected to be increased by about 600,000 tons annually 
by 1963 on the basis of projects planned or under 
way.) Copper prices are expected to be more stable 
than they were in the past. 

Fabricators have not shown too much concern 
even over the immediate supply outlook and there 
has been no panicky buying of copper such as oc- 
curred during previous strikes. As a result, copper 
prices have not gotten out of hand either on the 
London Metal Exchange or the Commodity Ex- 
change. Of course, the (Please turn to page 154) 
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EW industries have gained greater impetus from 

the application of electronic principles than 
communications. Great strides have taken place in 
the last decade in the transmission of messages, 
pictures and all manner of information from one 
point to another. One only has to note the amazing 
accomplishments in nuclear science to realize the 
extent to which communications horizons have 
broadened. Tiny electronic gadgets implanted in 
rockets and missiles hurled thousands of miles into 
the heavens are capable of sending back dependable 
information on atmospheric conditions, and other 
data, in fractions of a second. 

Modern communications equipment is utilized to 
alert military defense installations against possible 
enemy attack thousands of miles away. It is avail- 
able for transmission of messages from airliners to 
airports to assist in maintenance of safety measures 
in landing planes, and to inform pilots of variations 
in weather conditions. It may be used by railroads 
to enable engineers to communicate with freight car 
conductors in a caboose a mile or more away or to 
permit dispatchers to accelerate train movement in 
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COMMUNICATIONS 
INDUSTRY IN A NEW PHASE 
OF GROWTH 


BY HAROLD FISHER 


& Performing miracles in a great age of scientific adventure 
> American Tel. & Tel. the leader in the field with fabulous new 


& Gives varying status of the individual companies—with earnings- 
dividend outlook for each 


far distant railroad yards. In more spectacular in- 
stances wireless equipment has transmitted mes- 
sages from one part of the globe to another request- 
ing immediate dispatch of special medieal supplies 
for treatment of rare illnesses. 

So accustomed have we become to scientific attain- 
ments of this modern age that we forget how far the 
world has come in a generation in shrinking dis- 
tance through improvement in the art of communi- 
cation. As one ponders the remarkable progress of 
recent times, one more readily understands the im- 
portance of electronic research in stimulating 
growth of representative suppliers of communica- 
tions equipment and systems. Because progress 
shows every indication of gaining momentum in the 
years ahead it seems logical to assume that corpo- 
rations in this broad field will continue to expand 
in serving a growing population. 

For the purpose of this discussion, directed 
primarily toward the investing public who may have 
interest in companies engaged in handling messages, 
or providing facilities for communication, we will re- 
view the prospects for the country’s principal tele- 
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9 Major Communications Companies 























1958 —— Ist 6 Months ——————— 

Total Total Net Total Operating Indicated Price 
Assets Operating Earnings Revenues Net Earnings 1959 Earnings 
* Revenues Per Div. 1958 1959 Per Share Div. Recent Div. Ratio 

(Millions) Share Paid (Millions) 1958 1959 ee Price Yield 7 
American Tel. & Tel. ........... $24,120.9  $6,771.4 $4.67 $3.00 $6,481.82 $7,036.32 $4392 $4.942 $330 78 4.2% 148 
Bell Tel. Co. of Canada ...... 1,493.3 328.8 2.14 2.00 158.7 182.4 1.04 1.24 200 43 4.6 17.3 
General Tel. & Electronics .. 1,849.91 322.77 2.941 2.00 154.87 179,47 1.368 1.628 2.20 69 3.1 212 
International Tel. & Tel. ..... 869.0 687.4 1.81 90 322.3 359.5 86 .93 100 34 2.9 17.8 
Mountain States Tel. & Tel. 777.0 255.5 8.09 6.60 121.63 138.23 4.35% 4.723 6.60 161 4.1 16.8 
New England Tel. & Tel. ..... 1,124.2 354.0 9.51 1.60 171.8 186.3 1.00 1.10 1.60 376 43 16.8 
Pacific Tel. & Tel. ...............- 3,132.4 936.8 1.13 1.00 684.94 766.84 894 1.034 1.14 27 45 20.8 
Rochester Telephone Co. .... 92.8 23.3 1.49 1.00 11.1 12.6 50 74 100 25 4.0 16.1 
Western Union Telegraph .. 320.4 255.1 1.89 1.20 144.95 160.5° 77° 1.355 1.20 40 3.0 145 





*—Latest reports. 
**—Based on latest dividend rate. 


+—Based on estimated 1959 earnings. 


Prod. 





paone concerns and the big Western Union Tele- 
graph Co. The latter has been placing increasing em- 
y iasis on development of new communications facil- 
i'ies in recent years. Observations on American 
‘elephone & Telegraph and its affiliated companies, 
«s well as those relating to independents, are supple- 
mented by statistics presented in the accompanying 
tabulation. 


The Great Scientific Achievements 


Stocks of companies in this group are interesting 
not alone because they have attained a generally 
high investment status, and because their operations 
are supervised and regulated by federal and state 
commissions, but also because they appear to have 
interesting growth potentials. Development of com- 
munications facilities is “only in its infancy,” in the 
opinion of research technicians. Demand for auto- 
matic equipment affording economies in time and 
effort is mounting from year to year. In the business 
world, communication is becoming increasingly im- 
portant in all aspects of industrial activity. 

Automation has made remarkable strides in the 
telephone industry, as witness the expansion of dial- 
operated systems in all metropolitan areas, but still 
more impressive progress is in the making. 

As an example, American Telephone is under- 
taking through its equipment subsidiary, Western 
Electric, construction of an electronic switching 
system first developed in the Bell Laboratories re- 
search organization. The speed and dexterity of this 
system, which is destined to displace current electro- 
mechanical systems, have amazed experienced en- 
gineers. The new system is expected to go into 
operation on an experimental basis in Morris, IIl., 
next year. 

Many years will be required to perfect the complex 
equipment and to put it into service across the 
country; but that it will be required in order to 
handle efficiently the prospective expansion in 
service demanded by the exploding population, is 
taken for granted. The day rapidly is approaching 
when all major centers of population across the 
country will be linked by electronic communications 
equipment utilizing facilities much more efficient 
than available today. 
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1__Includes merger with Sylvania Elect. 


2—12 months ended May 31. 
3—6 months ended May 31. 7Teleph heidi 


4—9 months ended Aug. 31. 
5—-7 months ended July 31. 
6—5 for 1 stock split effective 10/26/59. 
P ies only. 
8—Consolidated net earnings. 





The Outstanding Accomplishments of A. T. & T. 


Without scientific achievements of recent years, 
the network of radio and television systems could 
not have been set up to permit dissemination of 
news and entertainment to the nation and, as a 
matter of fact, ordinary telephone communication 
systems could not have been perfected to handle the 
volume of business offered. American Telephone has 
constructed, for example, three microwave relay 
systems across the United States, and is supplement- 
ing these with a new route between Denver and Salt 
Lake capable of transmitting 11,000 telephone con- 
versations simultaneously. Indicative of the growth 
in this efficient and economic means of communica- 
tions, is the fact that only eight years ago the micro- 
wave relay accounted for less than 2 per cent of long 
distance telephone circuitry; whereas by last year 
the total had climbed to more than 30 per cent of 
American Telephone’s 63 million miles of long dis- 
tance routes. 

Successful research and development of electronic 
devices enabled principal communications companies 
to obtain sizable military contracts. Government has 
become an important customer for communications 
services as well as for specialized electronic gadgets 
capable of use in missiles or in similar weapons. 
American Telephone, through its Western Electric 
affiliate, has supplied the military with a wide 
variety of equipment and services. The company 
completed construction more than a year ago of a 
3,100-mile system joining Alaskan bases and con- 
necting with the Distant Early Warning line across 
the Canadian Arctic wastes, which has been installed 
in part by International Telephone & Telegraph. In 
addition, Bell Laboratories is credited with provid- 
ing designs for the Nike missile systems installed in 
strategic positions along the Atlantic Coast. 

A modern network of communications linking Air 
Force installations in the Aleutians is being installed 
by Western Electric on a $13 million contract, while 
Western Union recently obtained an Air Force con- 
tract calling for installation of a completely auto- 
matic communications system covering some 250,000 
miles connecting all U.S. Air Force bases. When 
completed, the system (Please turn to page 147) 
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Anatomy Of The Market 


The ninth and latest transac- 
tion study by the New York 
Stock Exchange covers dealings 
in the trading session of June 3; 
and the findings do not differ 
greatly from those of earlier 
studies. At 53.5% of the total, 
the general public as individuals 
continued to account for the 
largest portion of transactions. 
This figure was down moderately 
from those shown in the initial 
survevs because percentage 
errowth of transactions by insti- 
tutions and Stock Exchange 
members was relatively faster in 
recent vears. Institutions and in- 
termediaries (banks, trust com- 
panies and non-member dealers) 
accounted for 22.8% of transac- 
tions; Stock Exchange member 
firms and members for 23.7%. 
The “public” participation is un- 
derstated, since transactions by 
trust companies and other inter- 
mediaries are largely in behalf of 
individuals. 


Institutional Demand 
While it is not segregated in 
the data, the market role of mu- 
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tual funds and closed-end invest- 
ment trusts is considerably small- 
er than many people imagine; 
and demand from these sources 
cannot prevent important market 
declines when the conditions are 
ripe for them. In these studies, 
investment-company transactions 
are lumped in not only with in- 
termediaries but also with in- 
vestment clubs, which are made 
up of individuals; and with ail 
manner of institutions, including 
insurance companies and savings 
banks, and educational, fraternal 
and other endowment funds. Re- 
ported operations of investment 








companies get a degree of pub 
licity out of proportion to thei 
market importance. 


The Professionals 


Although these _ transaction 
studies have been publicized from 
time to time, probably few people 
are aware that operations of 
Stock Exchange firms and flour 
brokers for their own account 
generally approximate or exceed 
the transactions of all “institu- 
tions and intermediaries.” The 
reports say nothing about the 
motivation of these operations. 
Obviously, it is to make money— 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1959 


PNR MRE CORI, wicsissisesiscsesiicccissssssnicsese Quar. Sept. 30 $ .51 


Rn Rm OR TEN asics sccacnccstsscaccscadescese 


Winn-Dixie Stores 


12 mos. Aug. 31 1.74 
12 weeks Sept. 19 .50 


RE TUNIS | Sih castcsahaceukssacconsdnssosapaveasscn Year July 31 1.46 


Southern Railway 


8 mos. Aug. 31 2.85 


St. Lovis-San Francisco Rwy. «0.0.00... 8 mos. Aug. 31 1.72 


Eagle-Picher Co. 

Caterpillar Tractor 

Chock Full O’Nuts 

mee: GOR. DG Gy, cass scscccssecsccssccssens 


Quar. Aug, 31 .93 


8 months Aug. 31 1.39 
Quar. July 31 52 
6 mos. June 30 1.51 
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and not via long-pull investment. 
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For that matter, neither are the 
investment companies long - pull 
investors to the extent popularly 
imagined. If they were, the re- 


} ports would not show so much 


switching around in each quar- 
te*. 


Smart? 


Most investment companies 
w re for a long time partial to 
oi stocks, and heavily loaded 
w th them, even after there was 
cl-ar evidence of the steadily in- 
cieasing threat of petroleum 
over-supply. The oil group has 
f:red worse than the market 
s 1ce mid-1957; and is now off 
cose to 25% from its earlier 
h gh. What are the funds doing 

depressed prices? Mostly sell- 
i: g oils to pare down top-heavy 
holdings. Large concentration in 
any one stock group can result at 
imes in a_ below-average or 
sove-average showing. Thus, 
tne results obtained by fund 
rianagers in any one year may 
he to some extent fortuitous; and 
no adequate test of wisdom in 
long-term investment policy. On 

1e other hand, the broader is 
the diversification, the less will 
annual appreciation or deprecia- 
tion of portfolio values differ 
from the performance of the in- 
dustrial average. 


Relative Market Strength 


At this writing, most varia- 
tions in stock-group behavior, as 
compared with the over-all move- 
ment of the market, are relative- 
ly moderate. Regardless of de- 
gree, the better - than - average 
groups are principally aircrafts 
(following a long period of poor 
action), air transport, aluminum, 
automobiles, auto accessories, 
chemicals, coal, meat packing, 
paper, railroads, shipbuilding, 








television - electronics, tires and 
utilities. At this time, groups per- 
forming worse than average are 
coppers, baking, drugs, finance 
companies, machinery, office 
equipments, oils, rail equipment, 
sugar and textiles. 


Good 


Some individual stocks reflect- 
ing relatively good demand at 
this time are American Motors, 
Aldens, Automatic Canteen, Beech 
Aircraft, Brown Shoe, Carter 
Products, Container Corp., Con- 
tinental Steel, Fansteel Metallur- 
gical, Ford Motor, Grant, Gillette, 
McCall, Piper Aircraft, Ritter 
Co., Spencer Chemical, St. Regis 
Paper, Sheraton, Spiegel, Stude- 
baker-Packard, Timken Roller 
Bearing, United Air Lines and 
Woolworth. 


Poor 


Aside from oils, which continue 
to make up a goodly part of the 
list of new lows each day, current 
behavior of the following indus- 
trials looks unpromising: Abbott 
Laboratories, ACF - Wrigley 
Stores, Admiral Corp., Alco Prod- 
ucts, American Metal Climax, 
American Potash & Chemical, 
American Smelting, American 
Radiator, Anaconda, Bucyrus- 
Erie, Bullard, Burroughs Corp., 
Carrier, Case, Celotex. Cerro de 
Pasco, Commercial Credit, Ex- 
Cell-O, Fenestra, Food Fair 
Stores, Foote Mineral, General 
Bronze, Household Finance, 
Johns-Manville, Joy Mfg., Kenne- 
cott, Koppers, Lehigh Portland 
Cement, Masonite, National Tea, 
Pfizer, Phelps Dodge, Philco, Sut- 
herland Paper, U. S. Gypsum and 
Wrigley. 


Air Transport 


Most air line stocks have 
shown special strength and in- 








DECREASES SHOWN IN RECENT EARNINGS REPORTS 


Sov. Carolina Elec. & Gas 
Chesapeake & Ohio RWY. ....cc...ccccssseseseseesees 
A.C.F.-Wrigley Stores 


- 9 mos. Sept. 30 





Ex-Cell-O Corp. 





Niagara Mohawk Power 





Union Pacific R.R. 





Basic Products Corp. 





General Amer, Oil of Texas 
Minnesota Pow. & Lt. 





Minneapolis St. Louis RWy. ........cccccssssssesseses 


OCTOBER 24, 1959 


. 8 mos, Aug. 31 


1959 
$1.77 
4.08 
52 weeks June 27 86 
9 mos. Aug. 31 1.33 
12 mos. July 31 2.08 
8 mos. Aug. 31 1.65 
Year July 31 1.51 
Year June 30 2.08 
12 mos. Aug. 31 2.29 
1.18 


12 mos. Aug. 31 








creased trading volume in recent 
days up to this writing. There 
is nothing new in the situation. 
Perhaps widespread advertising 
of jet transport service and the 
attractions thereof has created in- 
creased speculative interest in 
the stocks. Whether the industry 
can prosper in satisfactory de- 
gree over the long run — under 
public regulation which in some 
respects is more onerous than 
that afflicting the railroads—is 
questionable. Meanwhile, as of- 
ten happens in the market, anti- 
cination seems to be sweeter than 
realization. American Airlines, 
for instance, is well over the 
hump in jet service and already 
beginning to get a sharp lift in 
onerating earnings. While show- 
ing signs of coming to life at this 
writing, the stock. around 27, is 
well under its high of 333. 
United Air Lines has just inau- 
gurated jet service and appears 
some months away from decisive 
benefit to profits. But the stock 
is a sneculative favorite now in 
immediate vicinity of its prior 
1959 high of 45. 


Fast 


Discussing stock splits and 
split possibilities among utilities 
and rails in our issue of Septem- 
ber 12. we cited two rails and 
four electric issues as “candi- 
dates” for splits within 12 
months or so. Action has come 
fast on half of these selections. 
Western Pacific has proposed a 
8-for-1 split. The other candidate 
was Kansas Citv Southern. Give 
it more time. The proposed utility 
splits are Central & South West 
and Southwestern Public Service, 
both 2-for-1. The two other pos- 
sibilities heretofore cited were 
Delaware Power & Light and 
Texas Utilities. 


Box Score 

In September, dividends were 
omitted or reduced by 20 com- 
panies, compared with 40 in the 
same 1958 month. Payments 
were raised by 63 companies, 
avainst only 19 a year earlier. 
There were 62 extras, against 53 
a vear ago. The extras will realiy 
roll in the last two months of the 
year. They totalled 232 last No- 
vember and 350 last December. 
Both figures will be exceeded this 
year; and the extras will be lar- 
ger in average amount, according 
to all indications. END 
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Forecaster 


INTERESTING TO 
NOTE — The rise in 
industrial production 
line between 1956-57 
was offset by econo- 
mic decline in that 
period, accurately 
forecasting heavy 
inventory accumula- 
tions. 
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Ww ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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(t)—Seasonally adjusted except stock and commodity prices. 
(a)—Computed from F. W. Dodge data. 
(b)—Computed from Dun & Bradstreet data. 
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This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 


As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook — the right answer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes direction up or down a corresponding change in our 
economy may be expected several months later. 


The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


Toward the beginning of the fourth quarter, the 
components of the Trend Forecaster were showing 
clear signs of weakness. A look at the chart of the 
components (at left) indicates clearly enough that 
the current behavior of the eight series is markedly 
different from the first quarter of the year. 


Unlike the first quarter, new incorporations fell 
notably during the third quarter; stock prices also 
plainly reversed their long uptrend associated with 
the 1958-1959 recovery; durable goods orders and 
average hours worked, declined (partly as a reflec- 
tion of the steel strike) ; both residential and non- 
residential construction weakened slightly. 

Toward the close of the quarter, the Relative 
Strength Measurement fell slightly below zero, from 
a peak of about +-4 in late 1958, and a level of rough- 
ly +-3 before the start of the steel strike. Undoubted- 
ly, much of the recent decline is owing to the strike; 
nevertheless, the weakness in several components 
not directly related to the strike is increasingly a 
sign of caution for the post-strike period. 
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CONCLUSIONS IN BRIEF 


PRODUCTION — still sinking with steel shortages, but 
aout at its lowest point now. By December, production 
retes should be in a sharp rise throughout durables in- 
dustries. od 


T2ADE — weakened somewhat over the past several 
weeks, owing to rising unemployment, and uncertainty 
exout duration of employment in steel-consuming in- 
dustries. Retail volume should strengthen in November, 
ead run strongly through Christmas. 


MONEY & CREDIT — no further tightening in past sev- 
eral weeks. Success of the 5% note indicates that the 
severest pinch is in the supply of very short-term funds, 
end may be beginning to ease a bit even there. Out- 
ook: interest rates at about current level through win- 
ter. 


COMMODITIES — industrial commodities have exhibited 
little strength during the strike period; farm commodities 
generally weakened. No strong price trend—either up or 
down—is present now, and none is in sight for remain- 
der of this year. 
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NOTES ON 1960 — With a resumption of steel out- 
put—albeit without a real settlement of the issues— 
concern over activity in the remainder of 1959 may 
subside somewhat. In the clear retrospective light 
now available, the pronounced distortions of the 
third quarter, resulting in falling statistics and ris- 
ing uncertainties, were traceable in almost entire 
measure to the steel strike and its secondary conse- 
quences. The outlook still hangs on the urgent need 
for a genuine steel settlement, but even if a supply 
of steel can be expected for the remainder of 1959, 
what about 1960? 

In the first half of 1960, business activity may 
well advance to an extremely high level, and should 
still be rising moderately. Industrial production 
(based on the present index, which is about to be 
revised) should reach new records by spring and re- 
main there through the second quarter. Total nation- 
al output will climb above the $500 billion mark in 
the first quarter of 1960, and rise to about $510 bil- 
lion by the second quarter. Employment will be high- 
er than in the months preceding the 1959 strike, and 
unemployment about the same. Prices will be mod- 
estly—some would say negligibly—higher than at 
present. The machinery and plant spending rate 
may be considerably higher, and so too should the 
rate of automobile sales. 

These rosy views apply to the first half of the year, 
however. What happens later in the year? Here the 
consensus is much less clear. But a substantial num- 
ber of economists expect that the aggregate behavior 
of business in the second half will be much less buoy- 

(Please turn to the following page) 
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THE MONTHLY TREND a - Latest Previews ~~ PRESENT POSITION AND OUTLOOK 
ant than in the first half, and a 
INDUSTRIAL PRODUCTION® (FRB) ........ 1947-'9-100 | Aug. 149 153 136 significant proportion expect a def- 
Durable Goods Mfr. ........ssssssssessssesees 1947-'9-100 | Aug. 159 168 144 inite turning point toward reces- 
Nondurable Goods Mfr. .........:.:ssesssee 1947-'9-100 | Aug. 146 146 133 sion before 1960 comes to a close. 
seting ere 189 | Ave. _ end bans The possible weaknesses late in 
RETAIL SALES* $ Billions | Aug. 131 183 167 | 1960 could, in fact, be rather im- 
Durable Goods $ Billions | Aug. 6.1 6.2 52 | pressive. If inventory accumulates 
Nondurable Goods .....sssssssscsccssssesoee $ Billions | Aug. 12.0 12.2 11.5 | at its usual rapid poststrike rate, 
Dep't Store Sales 1947-'9-100 | Aug. 150 149 147 the level of stocks at the end of the 
first half could well have been re- 
MANUFACTURERS’ stored to normalcy, if not a mod- 
New Orders—Total® ...........c.eceseeseeee $ Billions Aug. 29.1 30.8 26.1 erate superabundance. Similarly, 
BID TRIIIIN oi cccecscsccsecscnnsecssseiss $ Billions Aug. 14.0 15.5 12.2 a burst of credit selling of automo- 
Nondurable Goods ............::s:ssess00 $ Billions Aug. 15.1 15.3 13.9 biles and household goods—a burst 
Shipments* $ Billions Aug. 29.3 30.9 26.4 that was already of significant pro- 
Durable Goods .........c.sccssssssesseseseees $ Billions Aug. 14.0 15.4 12.4 portions before the steel strike be- 
Nondurable Goods ..............csc0ss0000 $ Billions Aug. W323 15.5 14.0 gan—could raise the outstanding 
BUSINESS INVENTORIES, END MO.* ...| $ Billions | Aug. 894 98 954 | Volume of installment debt — L 
Manufacturers’ $ Billions | Aug. 520 522 494 | Sensitive range by mid-year. Final- 
Wholesalers’ $ Billions Aug. 12.5 12.5 12.1 ly, tight money ms Vary likely to in- 
meen $ tiene [avs 4925 aa9 | SAO ft housing starts before mid: 
‘ re) - 
Dept. Store Stocks .....csssscscsssssessessnsseee 1947-'9-100 | Aug. 160 159 148 am Sb Sis seca af fends fer | 
CONSTRUCTION TOTAL .........cccssccssssssses $ Billions | Aug. 5.3 5.2 47 | government-guaranteed mortgages 
Private $ Billions | Aug. 3.6 3.6 3.1 progressively dries up. 
Residential $ Billions Aug. 2.0 2.1 17 At mid-1960, the demand for 
ED sikciicinisncssacernctcsincintia Meets $ Billions Aug. 1.6 18 1.4 plant and equipment is still likely 
Housing Starts*—a .......ccccsssssssseseesees Thousands | Aug. 1340 1350 1228 to be in a moderately rising trend; 
Contract Awards, Residential— ....... $ Millions | Aug. 1551 1690 1451 cycles in these long-term demands | 
All Other—b $ Millions Aug. 1532 1967 2016 tend to take much longer to fulfill 
EMPLOYMENT themselves. Nevertheless, the rate 
Total Civilian Millions Aug. 67.2 67.6 654 | Of increase in plant and equipment 
Non-Farm * Millions pun 52.1 52.4 5046 | Spending may well have moderated 
Government * Millions =| Aug. 78 79 77 | by mid-year, and provide little 
Trade * Millions pe 113 113 119 | Stimulative offset to the potential 
Pactory * Millions pn 122 12.4 116 | Weaknesses in other areas. 
Hours Worked ..ssesssssccsscsssssssseseees Hours Aug. 40.5 40.3 39.6 It is, of course, too early to at- 
Hourly Earnings Dollars Aug. 2.19 2.23 2.13 tempt to put these latent trends in- 
Weekly Earnings ......::ssssssssssves Dollars Aug. 88.70 89.87 84.35 to a firm forecast for late 1960. 
However, they indicate clearly 
PERSONAL INCOME? ..............00.cccc0000000 $ Billions Aug. 381 384 362 enough that an encounter with the 
Wages & aaa punsdcobanutenssaesolacnesnts $ Billions Aug. 259 262 241 downside of a business cycle is sig- 
a Semen [a Z| nificantly a possibility a year trom 
Transfer Payments ee $ Billions ma 27 26 27 rege lear deena oe ae oe 
rag $ Bitions re 4 a. me to and beyond that period should 
’ be made with possible recession in 
CONSUMER PRICES 1947-'9-100 | Aug. 1248 ©1249 += 1237 | Mind. 
Food 1947-'9-100 | Aug. 118.3 119.4 120.7 * * & 
Clothing 1947-'9-100 | Aug. 108.0 107.5 106.6 
Housing 1947-'9-100 | Aug. 129.3 129.0 127.9 | PRICE TREND — it’s hard to find one 
MONEY & CREDIT any place—in raw materials, farm 
All Demand Deposits® ..........cccsessssesom $ Billions | Aug. 112.9 9114.1 109.2 — p hog finished — At the 
‘Bank Debits*—g $ Billions | Aug. 91.0 98.1 oa i 2! set the ureau of 
Labor Statistics’ comprehensive 
__ business Loans Cutstanding— ......... $ Billions Aug. 29.9 29.6 N.A. * . 
Instalment Credit Extended® ....ccs... $ Billions | Aug. 41 41 34 | monthly index of wholesale prices 
Instalment Credit Repaid® ...e.ccce... $ Billions | Aug. 3.6 3.6 3.4 | Was just exactly where it was a 
year ago, when the economy was 
FEDERAL GOVERNMENT just emerging from recession. And 
Budget Receipts $ Billions | Aug. 57 3.2 48 | at the end of September, the BLS 
Budget Expenditures .......ccccsssssssssssee $ Billions | Aug. 6.3 6.6 62 | daily index of spot commodities 
Defense Expenditures $ Billions | Aug. 3.7 3.7 3.5 was likewise almost unchanged 
Surplus (Def) cum from 7/1 ......e.s0+000 $ Billions | Aug. (3.9) (3.3) (5.0) from a year ago. Prices of indus- 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
In Billions of Dollars—Seasonally Adjusted, at Annuel Rates 
_ am saa trial commodities as a whole are 
SE ee — 
SERIES Quarter Quarter Quarter Quarter abo ut 2% above a year ago, but 
il 1 IV ri this has been offset by a general 
€208S NATIONAL PRODUCT .............. 484.5 470.2 457.1 434.5 — - Sgt oy comamnoeinses 

Personal Consumption 3112 303.9 299.1 290.9 and pro ucts, which are from 3% 

Private Domestic Invest. .............. a 77.5 69.8 61.3 51.3 to 5% below a year ago. 

Net Exports —1.8 0.9 0.2 1.2 1: 

Government Purchases ..................00000 97.7 97.4 96.5 91.1 The extreme stability of the gen- 
Federal 53.9 53.8 542 513 eral price structure after a year 
State & Local 43.8 43.8 42.2 39.7 and a half of general business re- 

| RSONAL INCOME 381.1 371.8 366.3 3550 | covery is a fact of perhaps con- 

Tax & Nontax Payments ccc 45.8 44.4 43.4 42.1. | siderable significance. It seems to 

: ee poy = a. po and indicate, and with compelling 
‘onsumption penditures ................ 3 y . * 

Personal Saving—d .......c.ccsessssssesseseees 23.8 23.5 23.7 22.0 force, that world supply of virtual- 

ly everything is now in a new 
ae =— FRSONS .......... sd a a S| range of abundance not known 

Corporate Net Profit ue 23.8 227 17.1 since World War II. It suggests, 

— — sessees 13.0 12.8 be ye too, that a new round of capacity 
waeipcrne. ain ” "es od , expansion such as was experienced 

LANT & EQUIPMENT OUTLAYS ......... 32.3 30.6 30.0 30.3 in the period from the middle of 

1955 to the middle of 1957 is not 
THE WEEKLY TREND guaranteed for 1960, by any means. 
Week ind: Resin Wale In large numbers of important in- 
Unit Ending Week Week Ago dustries, domestic capacity, bear- 
‘AWS Business Activity Index*..| 1935-“9-100 Oct. 3 274.3 273.5 284.0 ing on a domestic market some- 
MWS Index—per capita® ...... 1995-"9-100 Oct. 3 200.6 200.0 211.3 what shrunk by the inroads of im- 
Auto and Truck Producti Th d Oct. 10 146 133 51 P d ‘ots . together sg 
Paperboard Production ............. Thousand Tons Oct. 3 331 336 309 anc in some cases excessive 0 t e 
Paperboard New Orders Th d Tons Oct. 3 364 295 373 point where profit margins are in- 
Electric Power Output’............ 1947-'49-100 Oct. 3 256.5 248.8 234.0 : : - 
Freight Carloading Thousand Cars | Oct. 3 573 587 677 creasingly unsatisfactory : These 
Engineering Constr. Awards....| $ Millions on. § 242 408 353 are not the conditions that precip1- 
Department Store Sales....... .... 1947-'9-100 Oct. 3 142 145 145 tate capital spending on the scale 
Demand Deposits—c.............00:00+ $ Billions Sept. 30 60.2 60.2 59.6 . 
Business Fallures—s ssa. «00. Number Oct. 1 | 224 282 301 witnessed four years ago. 











*Seasenally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 
centers, (na)—Not available. (r)—Revised. (s)—Data from Dun & Bradstreet. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & 


Exch. Comm., Budget Bureau. 





THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 




















No. of 1959 Range 1959 
Issues (1925 Cl.—100) High Low Oct. 2 Oct. 9 
300 Combined Average .......... 492.4 436.9 460.2 463.7 
4 Agricultural | tS nee 492.4 356.2 447.0 457.5 
3 Air Cond. (‘53 Cl.—100) .... 137.2 110.5 115.3 116.3 
10 Aircraft (‘27 Cl.—100) ......... 1375.1 1019.1 1031.4 1068.2 
7 Airlines ('27 Cl.—100) ........ 1429.4 1079.6 1179.5 1249.5 
4 Aluminum (‘53 Cl.—100) .... 594.5 392.0 547.1 542.8 
5 Amusements _ .........00+ we Bend 200.5 231.4 235.2 
6 Automobile Accessories ..... 525.8 413.4 501.8 513.8 
6 Automobiles ................000 133.8 93.7 131.9 133.8H 
4 Baking (‘26 Cl.—100) .......... 41.3 38.7 39.8 39.8 
4 Business Machines ................ 1395.5 1173.8 1199.9 1186.8 
1B Ie Siecscsincensasieninnnssnncnes 835.5 692.9 767.6 767.6 
4 Coal Mining ........... 37.8 28.1 35.3 35.0 
4 Communications . ...........000000 203.8 164.5 184.2 189.1 
9 Construction _ ........... 178.9 155.6 160.3 160.3 
7 Containers ...... 1142.6 9338.8 1021.8 1043.8 
6 Copper Mining .............s00000 344.6 280.7 314.0 311.2 
2 Dairy Product 163.1 138.8 153.1 150.3 
6 Department Stores .............. 141.5 119.1 135.6 135.6 
5 Drugs-Eth. ('53 Cl.—100) .... 475.4 379.5 419.5 419.5 
6 Elec. Eqp. (’53 Cl.—100) .... 335.3 268.8 311.3 308.7 
3 Finance Companies ............. 769.7 651.8 690.5 676.1 
5 Feed Brands cccccccccccccsccsccecees 470.0 406.3 430.2 430.2 
3 Foed Stores 279.6 244.4 255.2 247.1 






























(Nov. 14, 1936 Cl.—100) High Low Oct. 2 Oct. 9 
100 High Priced Stocks ............ 306.7 268.4 284.7 286.5 
100 Low Priced Stocks ............ 665.9 585.4 624.2 631.0 
5 Gold Miting  ........c.ssceessenes 996.6 853.0 988.2 988.2 
4 Investment Trusts .............. 190.6 167.0 168.8 168.8 
3 Liquor ('27 Cl.—100) .......... 1624.8 1429.2 1489.4 1474.3 
8 Machinery ..... ; 452.4 501.2 496.7 
3 Mail Order ...... 253.1 404.2 414.0H 
4 Meat Packing 204.4 261.3 261.3 
5 Metal Fabr. (‘53 Ci.—100) .. 211.2 181.3 191.8 193.6 
9 Metals, Miscellaneous ........ 409.6 343.8 358.4 358.4 
4 Paper 1287.1 1170.1 1263.7 1275.4 
Be FRI cccscctcscsccsssncccescccesccee 885.5 718.4 718.4 718.4 
21 Public Utilities  ................000 365.4 334.9 345.1 345.1 
6 Railroad Equipment .. 104.1 86.7 95.5 96.3 
20 Railroads  ..........c.csecsesssreeceeees 78.2 68.1 72.4 71.0 
3 Soft Drinks ...... 709.3 599.8 680.5 709.3H 
TZ Sdwed B WOR cccccccccccscccccccccscees 476.4 392.5 472.6 472.6 
4 Sugar 144.7 95.2 100.4 100.4 
2 Sulphur 863.3 626.5 634.1 626.5L 
11 TV & Electron. (‘27 Cl.—100) 107.1 65.6 84.3 89.8 
5 Textiles 259.6 176.6 222.5 219.0 
3 Tires & Rubber ...................: 281.8 216.1 243.7 245.8 
5 Tobacco 191.5 172.9 184.8 184.8 
3 Variety Stores ...... eccccecssceens 4 33.9 331.4 357.4 357.4 
20 Unclassif’d ('49 Ci.—100) .... 284.9 239.8 249.3 254.0 








H — New High for 1959. 


L— New Low for 1959. 
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Trend of Commodities 





SPOT MARKETS—Sensitive commodities were little changed in 
the two weeks ending October 9. The foodstuffs’ component 
of the index dropped 0.7%, while the raw industrial material 
sector added 0.2%. These diverse movements resulted in a 
negligible loss of 0.1% for the over-all index. Among 
raw industrial materials, burlap, copper scrap, print cloth, 
steel scrap and tin were higher, while hides, rubber and 
tallow declined. 


Among the broad range of commodities, meanwhile, farm 
products and foods were especially weak, causing the BLS 
comprehensive weekly price index to decline by 0.4% in the 
two weeks ending October 6. All commodities, other than 
farm products and foods, were slightly better, advancing 


0.1%, but remaining in the narrow range of the past nine 
months, 





FUTURES MARKETS—Commodity futures prices were mainly 
higher in the two weeks ending October 9, with farm prod- 
ucts and some industrial materials in the lead. Advances 
were registered by wheat, corn, oats, soybeans, lard, wool, 
world sugar, rubber, copper and zinc. The Dow-Jones Con- 
modity Futures Index nevertheless declined 0.23 points, as 
the result of lower prices for coffee, cocoa and hides. 

Wheat futures advanced in the period under review and 
the March option added 134 cents. Holders of wheat appeir 
reluctant to sell despite such developments as a moderate 
drop in the recent rate of exports, a larger than expect >d 
Canadian crop estimate and heavy rainfall in the Southwest, 
improving the outlook for the 1960 crop. With wheat support 
leans available above current market prices, growers are n 
a good position to hold tehir wheat for the time being. 
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BLS PRICE INDEXES Latest 2Weeks 1 Yr. Dec.6 

1947-1949—100 Date Date Ago Ago 1941 

All Commodities Oct. 6 119.1 119.6 119.0 60.2 

Farm Products Oct. 6 86.4 88.9 92.3 51.0 

Non-Farm Products Oct. 6 128.4 128.3 126.4 67.0 

22 Sensitive Commodities Oct. 9 85.7 85.8 86.5 53.0 

9 Foods Oct. 9 75.3 75.8 84.2 46.5 

13 Raw Ind‘l. Materials Oct. 9 93.5 93.3 88.0 58.3 

5 Metals Oct. 9 99.8 98.4 96.6 54.6 

4 Textiles Oct. 9 78.8 78.1 76.5 56.3 

MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 

| 1959 1958 1953 1951 1941 

High of Year 161.4 154.1 162.2 215.4 85.7 

Low of Year 152.1 146.5 147.9 176.4 743 

Close of Year 152.1 152.1 180.8 83.5 

DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 

1959 1958 1953 1951 1941 

High of Year 1527 159.0 166.8 215.4 846 

lew of Year 144.2 1472 1538 174.8 55.5 

Close of Year 147.6 166.5 189.4 84.1 
146 
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Canada Seeks To Clip Power 
Of International Labor Unions 





(Continued from page 125) 


worker, in strike support, in so- 
cial welfare, are worth the prob- 
lems of “international” control. 
Aside from certain traditionally 
Canadian unions like those of the 
ra iroads, the nearest thing to 
Ceaadian automony demanded to 
da‘e has been the Canadian Labor 
Congress, formed in 1936 by am- 
alc amating the Canadian versions 
of the AFL and CIO. 

3ut Canadian nationalism is a 
po'ent force today and the de- 
mind for autonomy in many fields 
is growing. It is not too unlikely 
that it will develop in the field of 
lavor unions. And if it does, 
A nerican labor and business lead- 
ers can expect difficulties. 


Effect on U.S. Canadian 
Subsidiaries 


[If autonomous Canadian 
unions should develop in indus- 
tries now covered by internation- 
ai unions with headquarters in 
the United States, there may be 
some curtailment in income and 
influence forced upon American 
unions as a result. But when it 
is recalled that in a large outfit 
like the Teamsters, 92 per cent of 
the membership is American and 
only 8 per cent Canadian, the 
disappearance of the Canadian 
forces is not likely to hurt such a 
union severely. Most labor experts 
estimate ten to eleven Americans 
to every one Canadian in these 
international unions. : 

Where it could damage an in- 
ternational is in persuading other 
competing American unions to 
fight harder against a Teamster 
monopoly, if they saw an all- 
Canadian union out-maneuvering 
the powerful Teamsters outfit. 

For the American businessman, 
the development of any drive, for 
Canadian unions could mean trou- 
ble in his labor relations in sub- 
sidiary Canadian plants. 

Where a US company with a 
Canadian branch or an interest 
in a Canadian industry has to deal 
with an international union, it 
often finds it can reach agreement 
easier with the big union than it 
can with a small autonomous 
union of the country itself, ac- 
cording to experts in the US-Can- 
adian labor field. The Canadian 
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union can be on occasion more 
tenacious in its fight for contract 
rights than the international, 
where the issues often have been 
fought over and decided in an A- 
merican context first. On the other 
hand, some business men may 
feel, that when Canadian unions 
have broken from an internation- 
al they don’t have the financial 
power to fight as hard in any con- 
tests involving US subsidiary 
firms in Canada. 

American businessmen often 
look at the harmful potential they 
see in international unions. While 
admitting that in the case of joint 
unionism between Americans and 
Canadians the combination is nor- 
mally a marriage of common in- 
terests, common methods, and 
common ideas of loyalty, they cite 
the case of Harry Bridges, the 
Australian-born boss of the West 
Coast longshoremen. They see 
Bridges introducing and spread- 
ing ideologies foreign to US ways 
of thinking and to its form of 
government. But they cannot de- 
port him because his radicalism 
is not linked to overt acts of viol- 
ence against the US government. 
Some businessmen see in his ex- 
ample a invitation to other un- 
American union leaders from a- 
broad and fear that under the 
quid pro quo involved in interna- 
tional unionism, the politics and 
activities of a Communist labor 
leader, from Canada or elsewhere, 
might seep deeper into the United 
States. END 





Communications Industry In 
New Phase Of Growth 





(Continued from page 139) 
will be the largest in the world 
and is expected to produce for 
Western Union income substan- 
tially in excess of $6 million cur- 
rently derived from systems now 
in use. The project is expected to 
cost upward of $30 million. 


What the Individual Companies 
are Doing 


Before turning to closer scru- 
tiny of individual companies from 
an investment viewpoint, it may 
be well to comment briefly on a 
few common problems, such as 
rates and labor relations. Enough 
probably has been said to high- 
light growth potentials in de- 
velopment of new devices coming 
out of research, especially with 


regard to military applications. 
Numerous items produced chiefly 
for the military authorities have 
been made available for industrial 
uses with distinct advantage. 
New products are finding applica- 
tions in data processing equip- 
ment as well as in other labor- 
saving devices. 

Generally speaking, telephone 
and telegraph companies have 
been able to obtain approval by 
regulatory bodies of rate in- 
creases required to maintain rea- 
sonable earning power. Some 
apprehension was expressed in 
investment circles that the deci- 
sion of American Telephone direc- 
tors to recommend a stock split 
about a year ago might invite 
criticism on the part of state com- 
missions. It has been pointed out, 
however, that rates are measured 
not alone by dividend policies, but 
also by capital investment and the 
need on part of managements to 
obtain capital for expansion. 


So far as can be discerned, the 
increase in capitalization, through 
the 3-for-1 split, has had no ad- 
verse effect on American Tele- 
phone’s rate problems. The big 
phone company has had to re- 
quest rate increases on numerous 
occasions in the last two decades 
to raise revenues to levels ade- 
quate to permit the company to 
compete for funds in the capital 
market. Despite intensive pro- 
grams aimed at_ supplanting 
manual operations with machines, 
operating costs have mounted 
steadily in reflecting inflationary 
economic trends. Even so, tele- 
phone service charges to the 
public have not increased as 
rapidly as costs in many other 
industries. 

Telegraph rates have risen 
from time to time, but mechani- 
zation has helped Western Union to 
maintain fairly satisfactory con- 
trol over costs. In the last ten 
years the number of employees 
has dropped from 43,000 to 35,000 
in spite of the tremendous expan- 
sion in services, ii/ustrated by the 
fact that revenues are headed for 
an estimated all-time high this 
year of $257 million, compared 
with $181 million for 1949. Effi- 
ciency has improved outstand- 
ingly. 

Of greatest interest in financial 
markets in the communications 
category is American Telephone, 


(Please turn to page 150) 
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How Lockheed-built satellites are 


Making space travel safe for man 


Before man can be sent into the emptiness of 
space, we must know how to protect him 
against the hazards of weightlessness and 
cosmic radiation—and how to bring him 
safely back to earth. 


The United States is using every scientific 
means to solve these problems. The satellites 
in the Discoverer program of the Advanced 
Research Projects Agency —Lockheed-built 
Agena vehicles—are one of the means to 
achieve this end. 


ARPA’s Discoverer program is being exe- 
cuted by the Air Force’s Ballistic Missile 
Division, ARDC. Lockheed’s Missiles and 
Space Division is prime contractor and sys- 
tem manager of a team that includes Douglas, 
General Electric and Bell. 


The Agena is by far the nation’s largest satel- 
lite now in orbit—19 feet long, 5 feet in diam- 
eter. It weighs almost a ton when in orbit. 


It was designed to be put into polar orbit— 
the most difficult of all to achieve. Four Agena 
satellites have been placed in completely suc- 
cessful polar orbits; more are on the way. 


As it circles the globe every 90-odd minutes, 
the Agena radios home to its tracking stations 
more than a hundred measurements of the 
space phenomena it encounters and monitors 
its own performance. 


Trickiest part of the job is recovering the 
space capsule. Most satellites tumble and twist 
as they hurtle through their orbits at about 
18,000 miles an hour. The Agena can stabi- 
lize itself on orbit and position itself at the 
exact 60° angle to earth that’s necessary to 
separate the re-entry capsule. 


The capsule’s retro-rocket slows it to safe 
speed for re-entry, then drops away. A para- 
chute floats the capsule earthward for aerial 
recovery by specially modified planes. 


Each time an Agena satellite is launched, 
manned space travel comes closer to reality. 


Agena satellite is America’s most advanced or- 
bital vehicle today —first in the world to achieve 
a polar orbit. Agena’s nose section contains a 
combined re-entry vehicle and recovery capsule. 
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Boosted into space by the 150,000-pound thrust of an Air Force 
Thor missile, the second-stage Agena satellite is powered into or- 
bit by its own liquid-fuel rocket engine of 15,000 pounds thrust. 


Once in orbit, the Agena satellite radios back to its tracking sta- 
tions more than a hundred measurements of its performance and 
of the conditions it encounters as it circles the earth at 18,000 mph. 


LOCKHEED 


JET TRANSPORTS +¢ JET FIGHTERS + JET TRAINERS * COMMERCIAL & MILITARY PROP-JET TRANSPORTS + ROCKETRY 
BALLISTIC MISSILE RESEARCH & DEVELOPMENT » WEAPON SYSTEM MANAGEMENT + ANTI-SUBMARINE PATROL AIRCRAFT 
NUCLEAR-POWERED FLIGHT » ADVANCED ELECTRONICS +» AIRBORNE EARLY-WARNING AIRCRAFT + AIRPORT MANAGEMENT 
NUCLEAR REACTOR DESIGN & DEVELOPMENT +» GROUND SUPPORT EQUIPMENT « WORLD-WIDE AIRCRAFT MAINTENANCE 











owned by more than 1.7 million 
investors. This segment of the in- 
vesting public represents a total 
greater than the combined stock- 
holder lists of the next three 
American corporations, namely, 
Ford, General Electric and Stand- 
ard Oil (New Jersey). Impressive 
progress has been achieved this 
year in meeting rapidly expand- 
ing demand for service, according 
to the corporation’s latest interim 
statement. 

Net income for the Bell system 
applicable to the parent company 
for the twelve months ended 
August 31 ranged above the bil- 
lion dollar mark for the second 
consecutive quarterly reporting 
period. Overating revenues rose 
to $7.2 billion from $6.6 billion a 
year earlier, while net income in- 
creased to $1.1 billion, equal to 
$5.05 a share, from $894 million, 
or $4.51 a share on the stock out- 
standing in 1958, adjusted for the 
3-for-1 stock split. Indicative of 
the vigorous uptrend in demand 
for service was the company’s dis- 
closure that third quarter phone 
connections were estimated in ex- 
cess of 800,000 and that for the 
first nine months it was indicated 
that installations of new phones 
had approximated the 2.5 million 
total reported for all of 1958. 

The largest independent in tele- 
phone communications is General 
Telephone & Electronics Corporation, 
which now is a holding company 
having characteristics somewhat 
similar to those of A. T. & T. In 
the General Telephone setup, fol- 
lowing the merger consummated 
earlier in the year with Sylvania 
Electric Products, there is an im- 
portant manufacturing group in 
addition to an affiliation of tele- 
phone subsidiaries ranking as the 
largest outside the Bell system. 
The combination of Sylvania is 
expected to afford advantages to 
General Telephone comparable in 
some measure with those gained 
by A. T. & T. through its interest 
in Bell Labs and Western Elec- 
tric. As a result, General Tele- 
phone may gain benefits of inten- 
sive research conducted for the 
government by Sylvania Labora- 
tories, especially in transistors 
and components for missiles. 

Reflecting an upturn in the 
economy, revenues and earnings 
of General registered encourag- 
ing gains in the first half of 1959. 
Telephone subsidiaries showed a 
14% rise in revenues for the year 
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ended June 30, and gains for fiscal 
1959 are expected to show a 
slightly better margin. Net in- 
come from communications ac- 
tivities advanced some 18 per 
cent, while sales of manufactur- 
ing subsidiaries showed improve- 
ment. The corporation as a whole 
reported net profit equal to $1.62 
a share for the first half, com- 
pared with $1.36 a share for the 
same period of 1958. For the full 
year, earnings have been esti- 
mated at about $3.25 a share, 
compared with a pro forma figure 
of $2.94 for 1958. Dividends are 
being paid at the rate of 55 cents 
quarterly, representing a modest 
improvement over the 50-cent 
quarterly rate paid in the first 
three quarters of 1959. A 3-for-1 
stock split has been recommended 
by management, and stockholders 
are to consider the proposal April 
20 next year. 

Operations of International Tele- 
phone & Telegraph, so far as do- 
mestic activity is concerned, are 
limited to manufacturing. The 
company is one of the major 
sources for electronic and tele- 
cummunications equipment re- 
quired by independent utilities. A 
large part of operations is concen- 
trated abroad, where telephone, 
radiotelephone and_ radiotele- 
graph activities are conducted in 
seen foreign nations. Manufac- 
tusing and research divisions 
ov2rseas contribute almost 60 per 
cent of net sales. 

Domestic manufacturing com- 
panies include Kellogg Switch- 
board & Supply as well as Federal 
Electric, the latter a major sup- 
plier of electronic equipment for 
the government, especially the 
Strategic Air Command. Com- 
mt nication equipment is supplied 
by Kellogg for domestic use as well 
as for Latin American markets. 
Stricter control of Cuban utilities 
instituted by the Castro govern- 
ment affected I.T. & T.’s 65 per 
cert controlled Cuban Telephone 
Company, and it was assumed 
that study of rate structures 
would lead to downward revision 
in charges that might have an ad- 
verse effect on the parent com- 
pany’s income. International Tele- 
phone reported a rise of more 
than 11 per cent in sales and rev- 
enues for the first six months this 
year. while operating income rose 
approximately 15 per cent. Net 
income is being projected at about 
$2 a share for the full year, com- 


pared with $1.81 for 1958. Divi- 
dends are being paid at an annual 
rate of $1 a share. 


which there is investment interest 
include Bell Telephone of Canada, 
Mountain States Telephone, New 
England Telephone, Pacific Tele- 
phone and Rochester Telephone 
Company. In all but the last 
named American Telephone hols 
varying degrees of interest. Pu>- 
lic participation in Rochester Tele-- 
phone, one of the most aggressiv >- 


ly managed independents, wis) 
stimulated earlier in the year ky © 
the company’s listing of its shares 7 
on the New York Stock Exchang». | 
This company has been mentioned © 
from time to time as a logical car - | 
didate for consolidation with Ger - © 
eral Telephone, which has pur- © 


sued a consistent policy of addin z 
independents from time to time. 


The latest acquisition of this type | 


was Alaska Telephone, control of 
which was recently announcec. 
The Rochester company is expect- 
ed to have earnings this year well 
ahead of last year’s $1.49 a share, 
affording adequate coverage for 
the $1 annual dividend. 

Bell of Canada operates in the 
populous provinces of Ontario 
and Quebec and has shown con- 
sistent gains in gross revenues 
A. T. & T. holds a 4 per cent in- 
terest. Reflecting benefits of rate 
increases, earnings this year may 
reach $2.50 a share, compared 
with $2.14 in 1958. A dividend of 
$2 annually has been maintained 
for more than a score of years. 

Mountain States Telephone in 
which A. T. & T. holds an 87 per 
cent interest, serves all or parts of 
eight states in the Rocky Moun- 
tains area. Net income may reach 
$9 a share this year, compared 
with $8.09 for 1958, affording am- 
ple coverage for the $6.60 annual 
dividend, paid for the last six 
years, previous to which a rate of 
$6 a share had prevailed for five 
years. 

One of the important A. T. & 
T. affiliates, New England Tele- 
phone provides service throughout 
New England except in Connecti- 
cut. It has experienced steady 
growth in line with expansion of 
its area’s population and indus- 
trial activity. The parent com- 
pany holds a 63 per cent interest. 
Net income has shown encourag- 
ing improvement this year, set 
ting the stage for a 5-for-1 stock 
split approved by stockholders to 
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become effective late this month. 


In Pacific Telephone, serving the 
West Coast, A. T. & T. holds a 90 
per cent interest. The stock has 
proved a popular holding and 
scored wide gains coincident with 
a 7-for-1 stock split last August. 
Exrnings this year are being esti- | 
mited at about $1.30 a share, | 
conpared with $1.13 a share for 
1958, adjusted for the split. Divi- 
| deads have been initiated on the | 
new stock at an indicated annual | 
r: e of $1.14 a share. END | 





Newly Rich Nations 
Can Stand On Own Feet 





(Continued from page 131) 
ble Swiss newspaper, the | 


; ptember 13, 1959, may be cited 
reinforce the US Treasury’s 
icclaration before the IMF gov- 
nors. The paper finds that the 
‘eign exchange reserves of 12 
iropean industrial countries, 
cluding Portugal and Switzer- 
nd, in the 314 years ended 
ine 30 rose from $15,106 to 
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el 

$20,184 billions. These reserves 

in June constituted the following 

percentages of each country’s | 

average imports in 1956-58: 
UK 28 
Austria 63 
Belgium-Luxemburg 46 
Denmark 17 
France 7 
Germany 88 
Italy 70 
Netherlands 39 
Norway 19 
Portugal 149 
Sweden 20 
Switzerland 114 


According to the article, Euro- 
pean balance of payments wor- 
ries have disappeared. The in- 
ternational liquidity problem has 
lost much of its importance, at 
least temporarily, thanks to in- 
creased reserves, including those 
in the expanded IMF. And this 
applies to Japan, too, says the 
writer. Counterpart of European 
improvement is the pronounced 
deterioration on the US side. The 
European improvement in 1958 
was most marked in the Nether- 
lands, Italy, France and Den- 
mark, reflecting many factors, 
including the mastery of infla- 
*ion. Of the 12 countries named 
above, only France still recorded 
a balance of payments deficit in 
1958, a small but much reduced 
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one of $150,000,000. The com- 
bined surpluses of all 12 countries 
were $3.6 billions. And improve- 
ment continues this year. 

The Swiss writer concludes 
that the improved monetary posi- 


tion of European industrial 
countries forces creditor obliga- 
tions upon them; and in the fu- 
ture they will be able to play 
their part in international devel- 
opment aid and capital export. In- 
deed they must do so. Here de- 
velopments of great importance 
seem to be in the offing, develop. 
ments which will also influence 
the future position of the US dol- 
lar. END 





4 
x 
A) 


Ro 
YY 
Vy . 


7) 
i 
\' 


im. J 
ETT 
SAkpeas 
gs We 
rk / 


A\ 
~~ 














| Southern California 
| Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


CUMULATIVE PREFERRED STOCK: 
4.08% SERIES 

Dividend No. 39 

25/2 cents per share; 

4.24%, SERIES 

Dividend No. 16 

26/2 cents per share; 

4.78% SERIES 

Dividend No. 8 

297/, cents per share; 

4.88% SERIES 
Dividend No. 48 

3012 cents per share. 


The above dividends are pay- 
able November 30, 1959, to 
stockholders of record No- 
vember 5. Checks will be 
mailed from the Company's 
office in Los Angeles, No- & | 
vember 30. = 





P.C. HALE, Treasurer 






October 15, 1959 








DIVIDEND NO. 80 >= 
Hudson Bay Mining 
and Smelting Co., Limited 


A Dividend of seventy-five cents 
($.75) (Canadian) per share has been 
declared on the Capital Stock of this 
Company, payable December 14, 1959, 
to shareholders of record at the close 
of business on November 13, 1959. 

J. F. McCARTHY, Treasurer 
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Companies That Have Not 
Shared The Prosperity 
—and Why 





(Continued from page 135) 
the revolution in the retail dis- 
tribution of periodicals which oc- 
cured several years ago, and after 
a heavy charge-off in 1957 is 
again reporting creditable earn- 
ings despite a sharply reduced 
volume. Some even more radical 
corporate transformations have 
occured; two anthracite coal pro- 
ducers, Philadelphia & Reading and 
Lehigh Valley Coal (now Lehigh 
Valley Industries) have switched 
over to clothing and signal mach- 
inery, respectively. Stanley Warner 
Corp., representing the divested 
theatre chain of Warner Brothers 
Pictures, has now assumed the 
guise of an important manufac- 
turer of girdles and brassieres. 
Perhaps the most encouraging 
current example of recovery from 
apparent decadence is American 
Motors‘ exciting reemergence, af- 
ter many observers figured the 
independent auto manufacturers 
were moribund. 


The All-important Factor 
Of Management 


Management has not so far 
been specifically mentioned as a 
factor which negatively contri- 
butes to decay or positively helps 
to resist the most adverse deve- 
lopments. It is, of course, the most 
important factor. But it is ex- 
tremely difficult for investors to 
appraise the quality of manage- 
ment; any management may look 
good as long as affairs prosper 
and deficiencies often become ap- 
parent, only too late, after ad- 
versity has struck. It must also be 
recognized that, while the antici- 
pation of problems should be man- 
agement’s major responsibility, 
conditions can sometimes become 
so bad that salvation may be vir- 
tually impossible. Moreover, com- 
panies characterized by larger 
proportions of current assets en- 
joy considerably greater flexibil- 
ity in making the changes that 
may be suggested by developing 
circumstances. Businesses with 
heavy burdens of fixed and im- 
movable assets — railroads, util- 
ities, mines, certain types of 
manufacturing — may simply 
have no choice but to sink or 
swim with the industries to which 
they belong. 


For the Investor 

As a rule, the average investor 
should avoid entry into industries 
and companies facing major pro)- 
lems. Since other investors will be 
following the same rule, however, 
attractive opportunities may oc- 
casionally appear in stocks whee 
the price decline far exceeds ary 
reasonable allowance for the com- 
pany’s difficulties. In such cases 
the investor must satisfy himself, 
of course, that the declining trerd 
can somehow be reversed. A 


change in management may some- | 


times be the solution, although 
this is a process which the mino- 
rity stockholder can hardly in- 
itiate by himself. 


Thus, confidence in existing | 
management is an almost ir- / 


variable prerequisite for the ave! - 
age investor. It should not be 
fondly 


without problems is likely to be 
the company without opportun- 
ities. While an indifference to ser- 
ious problems would certainly be 
dangerous, a_ greater weigh* 
should accordingly be placed upon 
the flexibility and imagination or 
management. END 





Latent Impact of the Steel 
Strike Will be Felt in 1960 





(Continued from page 118) 


them to do, large numbers of 
i mill office workers were laid 
off. 

The railroads were hard hit, 
and unemployment rose as the 
number of cars of iron ore, coal, 
and steel to be shipped fell off 
sharply. 

Numerous layoffs were report- 
ed in many steel-consuming in- 
dustries during the late Summer 
and early Fall, ranging from 
producers of spark plugs to trash 
barrels. 

Many construction projects al- 
ready under way were brought to 
a halt owing to the inability of 
contractors to obtain comparati- 
vely small quantities of steel 
products to enable their comple- 
tion. Numerous other scheduled 
projects were not even started. 

Automobile manufacturers, all 
set for quantity output of new 
model cars in October, were 
forced to cut back their schedules 
by 40 to 50 percent. And auto- 
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imagined that careft! | 
search will disclose investments § 
devoid of problems. The compan,’ | 

























mobile makers, it will be re- 


estor— membered, were better supplied 
tries with steel when the strike began 
orod-§ than other major consumers. 
ill be The Fall of the year is the 
ever,» period of best business for the 
r oc. au'omobile industry, the period 
hee wien the new model cars usually 
ary) are snapped up readily by eager 
2on). | buyers, almost regardless of gen- 
seg) er :l business conditions. _ 
self Vith the coming of Winter, 
rer) ca’ sales invariably lag, and the 
48 peciod of “hard sell” begins. 
m..) A tomobile manufacturers have 
ugh | st ked a lot on the new compact 
ino. | CaS, but they will not be able to 
i.) te ilize their expectations unless 
' st eient cars are available, early 
— ' in the selling season, to satisfy 
ir.) th: peak period of buyer de- 
rey. 4 oy This now seems highly un- 
~ & iil ely. 
ae } Any estimate of the total num- 
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) bes unemployed, directly and in- 
) di-ectly, as a result of the steel 
) st ike can be no more than an 


ay proximation at best. However, 
it is likely that the total at mid- 
O-tober was in the vicinity of a 
m:llion men and women, with the 
number rising steadily. 


Huge Wage Loss 


The wage and salary losses of 
steel strikers and of those affected 


| directly and indirectly by the pro- 


longed strike are tremendous. 

For steel workers, the average 
loss in wages during the three 
month period from mid-July to 
mid-October was approximately 
$1500. Savings have dwindled 
away, and heavy loads of debt 
have been incurred. 

Mortgage, rental, instalment, 
and other payments in the steel 
towns were virtually suspended 
until the end of the strike. It will 
be several years before many steel 
workers have caught up on their 
back debts, incurred as a result 
of the strike. For all practical 
purposes, they will be out of the 
market for anything but necessi- 
ties for a long time. 

Those forced into idleness di- 
rectly or indirectly by the steel 
strike also have suffered hue 
losses in wages and salaries. Un- 
employment compensation has 
only partially compensated for 
the losses in income. 


Communities Hard Hit 


Booming industrial cities and 
owns have been turned, tempo- 
rarily, at least, into “depressed 
ireas”. By September, the im- 
yact of these areas was begin- 
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Winston-Salem, N. C. 


Makers of 
CAMEL, WINSTON, 
SALEM AND CAVALIER 
cigarettes 


PRINCE ALBERT 
GEORGE WASHINGTON 

CARTER HALL 

smoking tobacco 





QUARTERLY DIVIDEND 
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A quarterly dividend of 55c per share | 
has been declared on the Common 
Stock of the Company, payable De- | 
cember 5, 1959 to stockholders of record | 
at the close of business November 13, | 
W. J. CONRAD, ; 
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ning to spread, and the situation 
worsened in early October. 

Nowhere was this more evi- 
dent than in the volume of retail 
sales. While sales held up well in 
July, they began to crumble in 
August and the slide has con- 
tinued. 

For the country as a whole, 
merchants still anticipate a big 
Christmas business although they 
are beginning to fear that sales 
may not reach original expecta- 
tions. 

Manufacturers of metal toys 
including bicycles, tricycles, 
scooters, and numerous other 
metal items designed for young- 
sters all the way from the diaper 
set to teen agers — are unlikel 
to be able to deliver more than a 
portion of the goods on order. 
Other materials, such as plastics. 
may get a big play, but it is too 
late for any major shift in em- 
phasis. 

For communities hard hit by 
the strike, this is likely to be a 
slim Christmas. 


Permanent Switching 


The non-availability of needed 
types of steel has forced man~ 
consumers to turn to other ma- 
terials. 

Prominent among such “sub- 





stitute” materials are plastics, 
die castings made primarily from 
zinc and other nonferrous metals, 
and aluminum. 

In the field of construction, 
there has been considerable in- 
crease in the use of pre-stressed 
concrete as an alternate material 
for non-available steel beams. 

To no inconsiderable extent, 
the steel strike has been manna 
from Heaven for the producers 
of alternate materials, who have 
been trying for a number of 
years to push their products. 

It is reasonably certain that a 
considerable amount of this new 
market will be retained after the 
steel strike is over. 

At the same time, considera- 
tion must be given to the fact 
that consumption of these and 
other materials of various kinds 
also has lost some ground during 
the steel strike, since these ma- 
terials frequently are used in con- 
junction with steel. 


Breakers Ahead 

A very sharp recovery in gen- 
eral business activity, such as 
accompanied the end of the 1952 
and 1956 steel sirikes, appears to 
be highly improbable in the pre- 
sent instance. 

The body blow to our economy 
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as a result of the unprecedently 
long 1959 strike may well have 
been too great to permit a very 
sharp nearterm recovery. It will 
be a long time before sufficient 
steel is available to permit many 
steel-consuming manufacturers to 
get into high gear again. 

Eventually, business is likely 
to move into new high ground. 
But this may not occur until we 
are well along into 1960, when 
the steel strike will have been all 
but forgotten except by those 
who were hardest hit. 

Many business men and inves- 
tors unfortunately seem to suf- 
fer from short memories, and 
may not appreciate that the up- 
sweep in business — when it 
comes — is no more than a catch- 
ing up period after the worst 
steel strike in history. It will 
therefore be well for business men 
and investors to remember that 
this new forward surge in our 
economy, if it comes in the earlv 
part of next year, should carry 
through until late 1960, and be of 
considerable help to the conser- 
vative political forces in this 
country, especially in the light 
of the complete rout of the 
labor forces in the British 
election. 


EDITOR’S NOTE: 

Both this story and “The Busi- 
nes Analyst,” are written by out- 
standing experts, whose opinions, 
as you will note, differ somewhat. 
We are printing their divergent 
views because of our respect for 
their judgement, which has been 
vroven so highly accurate through- 
out the years. 





Metal 
Fabricating Industry 





(Continued from page 137) 


price outlook will not be clarified 
until the strikes are settled and 
the increased costs calculated. 
Prices of copper — and to a 
lesser extent, zinc — are of prime 
importance to the copper and 
brass industry. Fabricators al- 
most invariably are forced to ad- 
just the selling prices of their 
products in direct proportion to 
the copper or zinc content of each 
item. There have been periods 
since World War II when copper 
shortages have boosted prices ex- 
cessively, and long range plan- 
ning also was made difficult by 
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sharp price fluctuations. This 
naturally induced consumers to 
look for substitute materials — 
including aluminium and plastics 
— which were both cheaper and 
less volatile in price. 

Because of its lighter weight 
and lower and steadier price, 
aluminium has been looming as 
an important competitor of cop- 
per in the electrical, automotive 
and construction industries. To 
combat this threat, leading fab- 
ricators in the Copper and Brass 
Research Association have un- 
dertaken a wide promotional cam- 
paign to emphasize the advant- 
ages of copper and have launched 
projects to develop new and ex- 
panded copper uses. The copper 
association also has been in the 
forefront of the fight against low- 
er-priced imports. 


Imports Threaten Industry 


The problem of imports is a 
major one which has no easy an- 
swer. Here’s what has been hap- 
nening. The U.S. in the past had 
been a historic exnorter of conner 
and brass vroducts. In 1949, for 
instance, almost no brass mill pro- 
ducts were imvorted into the U.S. 
Last year, however, imports were 
the eauivalent of about 10 per 
cent of the output of the whole 
U.S. brass industry — and fieures 
for the first half of 1959 indicate 
that this year’s total will be about 
20 ver cent above 1958. 

The main reason for the in- 
creasing imnvorts is the fact that 
prices of foreign items are as 
much as 35 per cent below U.S. 
quotations. 

Domestic producers say the dis- 
crepancy in price is due entirely 
to the lower wages overseas — 
as much as one-eighth to one- 
third under those of our mills. 
To counteract the lower wages 
abroad, the domestic trade organ- 
ization has urged, in addition to 
import restrictions, a flexible and 
changing tariff. Under this pro- 
posal, as the foreign wage level 
climbs and more nearly approach- 
es our own, the tariff would be 
reduced accordingly. In view of 
the Administration’s reluctance to 
offend friendly nations, it is be- 
lieved unlikely that such a mea- 
sure has any chance of enactment 
in the foreseeable future. 


Wider Role For Aluminum 
Perhaps on the assumption that 


if you can’t lick ’em, join ’em, 
many copper and brass com.- 
panies have also gone into the 
aluminum business on a signiifi- 
cant scale. 


Revere, for example, joined with” 
Olin Mathieson Chemical Corpo- 
ration to form the Ormet Corpo- 
ration, a producer of primary al- 
minum. Ormet’s output is sod 
at cost, 66 per cent to Olin Mathi2- 
son and 34 percent to Revere. Jn? 
its report on first-half operations, © 
Revere disclosed that its alumin- 7 
um sales have increased substan :- 
ially. Copper and brass sales ky | 
Revere also showed a sharp ir- 7 
crease over last year. 


3 


Olin Mathieson, incidentally, a'- © 
so is an important fabricator cf — 
copper products through its Wes'- 


ern Brass Mills Division which 7 
was recently consolidated with | 
the aluminum operations in a 


single Metals Division. Metals ac- 
counted for 12.4 per cent of Olin’s 
sales last year against 10 per cent 
in 1957. The company reported 
that a marked upturn took place 
in its metal sales during the 
fourth quarter of 1958 and con- 
tinued into 1959. 


Bridgeport Brass Company also 
has shown -increased interest in 
aluminum and this year estab- 
lished a nationwide distribution 
system for its light metal pro- 
ducts. Bridgeport is operating an 
aluminum forging and extrusion 
plant leased from the Air Force 
in Adrian, Mich. It has also com- 
pletely integrated within the com- 
pany its plant at Riverdale, Calif., 
formerly the Hunter - Douglas 
Aluminum Corporation. At the 
latter facility Bridgeport has a 
long-term contract for the pro- 
duction of component parts of 
guided missiles and rockets for 
the defense program. The com- 
pany has also signed a five-year 
contract to manage the Mallory- 
Sharon Corporation — the larg- 
est producer of ductile zirconium 
metal and the second largest in- 
tegrated producer of titanium. 


Mueller Brass reported that its 
aluminum operations last year 
accounted for about 17 per cent 
of its consolidated net sales of 
$53,385,983, approximately the 
same percentage as in the pre- 
ceding year. Wholly-owned sub- 
sidiaries of Mueller Brass include 


(Please turn to page 156) 
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‘Salting Down” 138 Points Profit 






































nifi- e,e 
-To Be Ready for New Opportunities 
with 
rpo- 
rpo- On May 23rd we advised subscribers to take 138 points 
alu. SOUND PROGRAM profit on Forecast stocks that in our opinion had advanced 
sod FOR 1959-60 to prices where they were amply valued. This included ac- 
hi2- ? cepting our 300% gain on General Dynamics BEFORE its 
_Ing recent sharp sell-off. 
om : A FULLY ROUNDED SERVICE —Then, on June 23rd we recommended Pullman at 63% 
1in- ; 
ee ; . as a stock likely to show INDEPENDENT strength. Now 
= : For Protection—Income—Profit after the August-September shakeout, Pullman is 68% 
ky ne si . — up 5% points despite market decline. 
- & L) no 1c@ more racticai . .. mor . 
" ai: . . . tae Genel oo your interests —Reynolds Tobacco (recommended at 551,) has split 2- 
than The Forecast. It will bring you weekly: for-1 this year and the new shares are 55% representing 
| Three Investment Programs to meet your 100% fit 
a : - - : over ‘ profit. 
. . . with definite ad f wh silat , — 
of | pre yor Soar buy an dats % soll. eouniamns —On August 20th, Southern Pacific increased its dividend 
2S 1~ and proposed a 3-for-1 split ... and the stock which we 
ich Program 1 — Top —_— stocks = eas a and recommended at %5 is now 6834, up over 52%. — Beech 
ith ——— Aircraft has risen from 26%, to 31%, — while Denver & 
a Program 2 — Special dynamic situations for sub- Rio Grande Western has split 3-for-1 so for each share 
aC- stantial capital gains with 'arge bought at 391% subscribers hold 3 new shares at 17% 
n’s dividend payments. — a 35% profit. 
, Program 3 — Sound stocks in medium and lewer- ° 
- Giall thaien 06 Ue aeamneted —Our International Tel. & Tel. has been a 1959 market 
_ at under-valued prices for sub- leader raising its dividend and splitting its shares 2- 
he stantial gains. for-1 so for every share subscribers bought on our 
ne , : : original recommendation at 181, they hold 2 shares at 
ye Projects the Market ... Advises What Action to : ° 
- Take . .. Presents and hieaeeane aia by 31% —r epresenting 241% profit. 
Industry of 46 leading groups comprising our JOIN IN OUR NEW PROGRAM — LOOKING TO 1960 
| broad Stock Index. i z so is 
SO Supply-Demand Barometer . . . plus Pertinent By enrolling now you will receive all our new and coming 
In Charts depicting our 300 Common Stock Index recommendations as we release buying advices. Once you buy 
b- . + + 100 High-Priced Stocks . . . 100 Low-Priced them you will have the security of knowing that we will 
on — <e Gooden death and Gee advise you from week to week in our bulletins just how long 
: rom 1950 to date. > 
O- Sista Meiiies bteneiiiies , . . entnde each stock should be retained—when to take profits and 
un data, earnings and dividend records on securi- where and when to reinvest. 2 
yn ties recommended. This supervision is provided for every Forecast bulletin 
ce Telegraphic Service .. . If you desire we will recommendation so you will never be in doubt concerning 
a wire you our buying and selling advices. your position. 
n- Washington Letter—Ahead-of-the-News interpre- Mail your enrollment today with a list of your holdings 
a a Se Se SS aa Ra (12 at a time). Our staff will analyze them and advise you 
is Ee a | a ee promptly which to retain—which are overpriced or vulner- 
1e happenings as they govern the outlook for busi- able. By selling your least attractive issues you can release 
a ness and individual industries. funds to purchase our new selections and coming opportuni- 
)- ties as we point them out to subscribers. 
if 
| Srecial Bonus Off 
- pecia onus er MAIL COUPON TODAY FOR SPECIAL BONUS OFFER 
r 
= of Fide Sits THE INVESMENT AND BUSINESS FORECAST 
bs of The Magazine of Wall Street, 120 Wall Street, New York 5, N. Y. 
6 oe $75 I enclose [] $125 for a year’s suseription—plus one month bonus 
Slien ane Wleate Geen 0 75 for 6 months’. Service plus two weeks bonus 
MONTHS’ SPECIAL MAIL SERVICE ON BULLETINS 
12 SERVICE $125 Air Mail: $1.00 six months; [J $2.00 0 Telegraph me collect your Forecast rec- 
Plus One Month Free one year in U. S. and Canada. — ommendations . . . When to buy and 
’ tiles eee 0 $7.80 six months: =— to sell fies when to expand or con- 
: Complete Service will start as os rena en 
soon as your remittance I stars obs shvcins om nsipeumhehioo ences aisage\s hensbieg pununuebaasbbesnpensubaseneeneteenibey a seabialapeibbaseckeepeaninabeseel 
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RAYON ACETATE CELLOPHANE 


AMERICAN 
VISCOSE 
CORPORATION 


DIVIDEND NOTICE 


Directors of the American 
Viscose ‘Corporation, at 
their regular meeting on 
October 7, 1959, declared 
a dividend of fifty cents 
(50c) per share on the 
common stock, payable 


on November 2, 1959, 
to shareholders of record 
at close of business on 


October 20, 1959. 


WW. nnn 
Vice President and Treasurer 


RAYON ACETATE CELLOPHANE 
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Sheet Aluminum Corporation, 
Valley Metal Products Company, 
Vampco Aluminium Products, 
Ltd., a Canadian unit, and the 
American Sinteel Corporation. 


General Cable is expanding in 
the aluminum and _ steel wire 
fields. The company is building a 
$2,500,000 to $3,000,000 plant at 
Quincy, Mass., to manufacture 
aluminum wires and cables. Gen- 
eral Cable also recently acquired 
Indiana Steel & Wire Co. of Mun- 
cie, Indiana, a producer of steel 
wire for power transmission and 
communication. Net income of 
General Cable for the first six 
months of 1959 came to $1.27 per 
share, as against $1.06 a year ago. 


Calumet & Hecla has been fur- 
thering a diversification program 
which includes an interest in mag- 
nesium — another light metal. 
Under an agreement entered in- 
to with Brooks & Perkins, C. & 
H has acquired a 70 per cent in- 
terest in Alabama Metallurgical 
Corporation which was formed to 
produce magnesium metal by the 
ferrosilicon process from dolomite 
deposits in Alabama. Construc- 
tion is under way on a $3,500,000 
plant at Selma, Alabama, which 
will have an annual productive 
capacity of about 12,000,000 
pounds of magnesium. The Wolv- 
erine Tube Division of C. & H. 
has begun commercial production 
of extrusions from the “exotic” 
metal niobium for rocket, missile 
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and atomic power use. C. & H. al- 
so has great hopes for the future 
of its newly-developed light-wall 
seamless tubing which can be ship- 
ped in ribbon form and inflated 
at the point of use. 


Scovill Manufacturing, which had 
a rough year in 1958, has made 
major improvements, including 
the opening of a new $10,000,000 
tube mill at New Milford, Conn. 
The company says the new mill 
will make it a significant factor 
in the plumbing, heating and air- 
conditioning fields. Scovill re- 
ported a dramatic turn-about in 
earnings — a net income of 
$2,478,610, or $1.48 a share, in 
the first half of 1959 against a 
loss of $511,402 in the 1958 period. 


Continental Copper & Steel also 
has been modernizing its facili- 
ties. Projects completed last year 
included installation of higher 
speed equipment for manufactur- 
ing wire at its Hatfield Wire & 
Cable Division plant, addition of 
a $1,400,000 facility at its Brae- 
burn Alloy Steel Division, and 
setting up of a new aluminum rod 
drawing mill at the Hanover Wire 
Cloth Division. Consolidated net 
sales of the corporation for the 
year ended June 30, 1959 were 
$53,667,024 as compared with 
$47,958,171 for the preceding 
year. Net income came to $774,- 
973, or 36 cents a share, against 
$1,339,150, or 66 cents a share, 
for the same comparative periods. 


Anaconda Wire and Cable, 70.69 
per cent owned by the Anaconda 
Company, has virtually completed 
a major expansion and moderni- 
zation program. It expects an im- 
portant contribution from a new 
extra high voltage research labo- 
ratory opened at Hastings-on- 
Hudson, New York. Composed of 
a unique assembly of precision 
equipment for research and test- 
ing of cable and accessories, the 
new facilities cost more than $1,- 
750,000. 


The Anaconda Company also en- 
gages in the fabricating business 
through a large subsidiary—The 
American Brass Company, with 
plants at Ansonia and Waterbury, 
Conn., Buffalo, Detroit and Para- 
mount, Calif. 


Phelps Dodge does its fabricat- 
ing through a_subsidiary—the 
Phelps Dodge Copper Products 
Corporation. The copper fabricat- 


ing unit reported capital expendi- 


tures of $12,058,411 in 1958, in.) 
cluding construction of a new 
tube mill at South Brunswick,/ 


N. J. 


Kennecott operates two major 
subsidiary companies in the fabri- 
cating field—Chase Brass & Cop. 
per Co., Inc., and the Okonite Co., 
acquired late in 1958. Kennecctt 
Wire & Cable, a former subsii- 
iary, is now a division of Okonite 
in the corporate structure. Tie 
Justice Department has broug it 
court action under the anti-trust 
laws challenging Kennecott’s pur- 
chase of Okonite. 

Another major acquisition n 
the fabricating field was the pur- 
chase of Rome CableCorporation | y 
the Aluminum Company of Americ :. 
Rome, a producer of many types 
of insulated wire and cable, :s 
well as bare copper conductors, 
reported net sales of $40,615,000 
for the year ended March 31, 
1958. 


Cerro de Pasco, which operates 
important mining properties in 
Peru, has been steadily expanding 
its interests in the fabricating in- 
dustry. Cerro recently bought 


Consolidated Coppermines Corpoc- | 


ration and its controlling interest 
in two manufacturing companies 
— Titan Metal Manufacturing 
Company and Rockbestos Pro- 
ducts Corporation. Titan’s brass 
mills at Bellefonte, Pa., and New- 
ark, Calif., added to the Monsan- 
to, Ill., brass mill of Cerro’s 
Lewin-Mathes Company division, 
provide Cerro with nationally- 
distributed manufacturing opera- 
tions in the brass mill industry. 
Rockbestos’ business, the produc- 
tion of insulated copper wire and 
cable, supplements the product 
line of Cerro’s subsidiary, the 
Circle Wire & Cable Corporation. 


Prospects For The Industry | 


As the reader can see from the 
activities of the above companies, 
the copper and brass industry is 
moving in the direction of diversi- 
fication and amalgamation. The 
outlook for the industry in 
general will depend on the course 
of the country’s economy and the 
disposition of the problem of 
lower-priced imports. For the in- 
dividual companies, of course, the 
greatest rewards will go to those 
with the initiative and the re- 
sourcefulness to meet the chal- 
lenges of the future. END 
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/Take Care of Your Investments Now 
So They Can Take Care of You Later 


(Important — To Investors With $50,000 or More!) 


Most investors are aiming for financial in- 
dependence . . . whether they hope to arrive 
at their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality ... for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In 1959 and the coming years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 

. . With a host of new products, materials 
and techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense 
of less able competitors. TO YOU, as an in- 
vestor, this adds up to an increased need for 
continuing investment research and capable 
professional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unusually promising 1959 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never neces- 
sary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves you 
of any doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you to 
save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provi- 
sions. (Our annual fee is allowed as a de- 
duction from your income for Federal In- 
come Tax purposes, considerably reducing 
the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








r ull information on Investment Management Service is yours for the asking. Our rates are 
ased on the present value of securities and cash to be superrised—so if you will let us know 
the present worth of your account—or send us aq list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee . .. and to answer any questions as to how our counsel 


can benefit you. 
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This is one of a series of ads which Gulf has addressed to those who 


write and edit the news. It is reprinted here as a service of information. 
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A service of Gulf Oil Corporation in the cause 
of creating—through the facts as we see them 
—a fuller understanding of the oil industry. 


The other face of world trade 


A surprising number of Americans—in this day of international and even 
outer-spatial limits—still think we ought to be padlocking our borders. 
To them, world trade is the villain of the piece. A give-with-no-get propo- 
sition. A threat to home markets. Happily, growing numbers of us are 
aware of world trade’s other face. A welcoming, productive, mutually 
profitable face. One we, in turn, should turn freely and fully to the world. 


Q. Why not live and let live? Why be- 
come heavily involved in world trade? 


A, We're already heavily involved. Take 
oil for example. (It happens to be the 
biggest single item in world trade with 
some 514% of the total value.) By 1957 
figures, the latest available, some 150 
American oil companies had $9 billion 
in direct private interests abroad. They 
held a direct interest in 64% of the Free 
World’s oil supply. 


Q. Don’t these interests concern, at most, 
a tiny minority of Americans? 
A, Not so. These American companies 
represented an estimated two million 
stockholders. And over the last two years, 
even this number has grown. 


Q. Does what you say for oil necessarily 
hold true for all our business? 


A. Judge for yourself. It’s true that our 
oil companies’ $9 billion was our largest 
private foreign investment. But—again 
in 1957—the U.S.’s total private invest- 
ment outside the country was a whop- 
ping $25 billion plus. 


Q. You've only talked investment. How 
much actual trading do we do? 


A, In 1957, we imported $13 billion in 
goods. We balanced that figure with $20 
billion in exports. When you compare 
the total with our Gross National Prod- 
uct for that year—$440 billion—our 
world trade can obviously stand some 
growing. But $33 billion in world trade 
is still a lot of money. 


Q. The activity is impressive but what 
specifically was in it for us? 

A, Our investments gave us a measure 
of this. They yielded us a $3.4 billion 
return. However you figure it, that’s a 
healthy percentage of capital. And a good 
part of this return found its way into the 
pockets of America’s stockholders. 


Q. You seemed to suggest our world 
trade yields dividends beyond money. 

A. Yes it does. Bear in mind that Ameri- 
can investors will naturally seek out 
friendly countries. In doing so, they help 
develop the strength and stability of these 
allies. Our private interests further our 
national interests—and at no cost to the 
taxpayer. Over and above this, of course, 
the act of doing business itself adds to 
mutual knowledge and understanding. 


Q. Let’s focus on imports for the moment. 
As the richest country in the world, can’t 
we get by without them? 


A, Just run down the list of things we 
don’t have enough of. Iron ore, bauxite, 
tin, nickel, wood pulp, platinum, special 
minerals we use in the super-alloys of 
such items as our jet engines, many more. 
And a lot of us would be less than happy 
without such items as our coffee, tea, 
cocoa, spices, hides and furs. We still 
count on foreign sources for much of 
our newsprint, too, 


Q. Are our governmental policies gen- 
erally helpful to our world trade? 


A. Yes and no. The government allows 
some tax advantages to U. S. corpora- 








tions that invest in the Western Hemis- 
phere. It usually exempts foreign earnings 
from double taxation. But our policies— 
and thus the effort they support—fall a 
lot short of our national competitors’. 


Q. Can you give us some example of the 
competitive effort we are facing? 


A. One might be the “common market” 
plan six of our European Allies are de- 
veloping. They’ve seen how, in our own 
industrial development, mass marketing 
has led to mass production and, hence, 
lowered prices. They are now lowering 
trade barriers so that, within a decade, 
none will exist. An Italian buyer, for ex- 
ample, will pay about the same price for 
a German car as the German will. 


Q. As a nation, what can we do to im- 
prove our world trading position? 


A. For one thing, we should rework our 
policies to a point where we are on a 
competitive par. That means exempting 
our companies from taxes on foreign 
earnings until they are returned to this 
country. This in itself would free money 
for reinvestment. And we should apply 
the tax exemptions which our Western 
Hemisphere companies enjoy to all of 
our outside U. S. investors. 


Q. Can we hope to match our competitor 
nations on the world price front? 


A, Here again, some reworking is needed. 
In spite of higher labor costs, strangely 
enough, a U. S.-made product often car- 
ries a lower price tag than the same item 


*made abroad. To cite one reason, our 


labor, with its modern tools, is often 
more productive. But we have to inten- 
sify our efforts to hold the line on infla- 
tion, particularly on such basic costs as 
industrial power and energy. 


We welcome further questions and comment. 
Please address them to Gulf Oil Corp., 
Room 1300, Gulf Bldg., Pittsburgh 30, Pa. 





